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TUESDAY, SEPTEMBER 11, 1951 


Unrrep Srares Senate, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 a. m., in room F-37, 
the Capitol, Hon. Kenneth McKellar (chairman) presiding. 

Present: Senators McKellar, Hayden, Maybank, Ellender, Robert- 
fon, Wherry, Cordon, Saltonstall, Young, Knowland, Thye, and 
Ecton. 


RECONSTRUCTION FINANCE CORPORATION 
ADMINISTRATIVE EXPENSES 


STATEMENTS OF STUART SYMINGTON, ADMINISTRATOR; PETER I. 
BUKOWSKI, DEPUTY ADMINISTRATOR; JAMES L. DOUGHERTY, 
GENERAL COUNSEL; DON S. BURROWS, CONTROLLER; JAMES A. 
REID, DIRECTOR, OFFICE OF PRODUCTION; FRANK T. RONAN, 
DIRECTOR, OFFICE OF LOANS; DOUGLAS S. WILSON, CHIEF, 
REPORTS DIVISION, OFFICE OF THE CONTROLLER, AND H. T. 
MASON, BUDGET OFFICER 


JUSTIFICATION 


Chairman McKetuar. The committee will come to order. 
At this point in the record we will insert the justification. 
(The justification is as follows:) 

RECONSTRUCTION FINANCE CORPORATION 

ADMINISTRATIVE EXPENSES 
(Estimate 1952, $17,835,000 ; 1951 act, $26,000,000) 
(House hearings, pt. 2, p. 58) 
(Bill, p. 6, line 9) 
AMENDMENT REQUESTED 


Page 6G, line 20, strike out “$16,500,000” and insert in lieu thereof “$17,750,000,” 
the estimate less $85,000 for increase in accumulated leave. 


HOUSE REPORT 


“The committee recommends $16,500,000 for administrative expenses of the 
Reconstruction Finance Corporation for the fiscal year 1952, a reduction of 
$1,335,000 from the budget estimate and $9,500,000 less than the amount author- 
ized for fiscal year 1951. ‘Approximately half of this reduction from 1951 is 
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due to the transfer of $4,662,800 to the Housing and Home Finance Agency 
under Reorganization Plans No, 22 and No. 23 of 1950. The committee has spe- 
cifically disallowed the $85,000 requested for increase in accumulated leave.” 


JUSTIFICATION 


The request for an authorization of $17,835,000 for administrative expenses of 
the Corporation in the fiscal year 1952 represents a reduction of $3,502,200 in the 
net amount authorized for 1951 ($26,000,000 was authorized, of which $4,662,800 
was subsequently transferred to the Housing and Home Finance Agency under 
Reorganization Plans No, 22 and No. 23 of 1950), and a reduction of $1,404,402 
under actual expenditures for 1951. 

The budget as submitted provides for an increase of $635,400 in the synthetic 
rubber program and a decrease of $2,039,802 in other programs, chiefly in 
the lending activities. 

The estimated increase in the cost of administering the synthetic rubber 
program is attributable to a three-fold increase in production over the past 
year and a lialf. In the fiscal year 1950 a total of 322,000 long tons of general- 
and special-purpose rubber was produced. Production is now at an annual 
rate of 840,000 long tons and it is planned to reach a rate: of 950,000 long tons 
in the spring of 1952. In a rapidly expanding program of this nature, with 
all efforts concentrated upon attainment of program goals at the earliest pos- 
sible time, the administrative staff has not kept pace with the program needs. 
Although production goals have been met successfully, there has been unavoid- 
able delay in building up the staff necessary to insure adequate controls and 
maximum operating efficiency. The proposed budget for the rubber program 
represents the minimum necessary to attain prescribed objectives, and it is 
significant that although the rate of production in 1952 will be higher than the 
peak reached during the last World War, administrative personnel revuiremerits 
for this program will be only 90 percent of the equivalent staff required during 
that war period. 

The cost of performing the lending operations of the Corporation is estimated 
at $1,482,000 less than the cost in 1951, This decrease is attributable to im- 
provements in operating procedures and organization which resulted in a 
substantial reduction in personnel during the latter half of the fiscal year 
1951. This decrease in cost is especially significant in view of the increased 
workload anticipated in 1952. The Corporation will have a larger portfolio of 
business loans to service in 1952 than at any time in the past 3 years. 

An additional workload and cost not contemplated at the time the estimates 
were prepared has developed as a result of the recent flood disaster in the Mid 
west. The Corporation’s authority to make disaster loans is being fully utilized 
in bringing financial relief to this stricken area. It is estimated that $60,000,000 
will be disbursed in loans for this purpose. Most of the personnel required 
to make these loans have been provided by temporary assignment from the 
Corporation's field offices, but the cost of their travel to and in the disaster 
areas and the salaries of temporary clerical and stenographic employees re 
quired to assist them, represent added expenses not contemplated in the budget 
estimates. The extent of these added costs cannot vet be determined, but 
tentative estimates received from the field indicate a minimum requirement of 
$200,000. 

An additional budgetary problem has developed in connection with the field 
fiscal activities. The budget estimates were predicated upon a reduction in 
personnel to be accomplished by consolidating the fiscal and accounting activi 
ties performed in each of the Corporation’s 31 field loan agencies into 10 re- 
gional offices. This plan has not proved practicable nor in the interest of good 
management. The fiscal activities are therefore being reestablished in the 
individual loan agency offices. By simplification of accounting procedure and 
installation of bookkeeping machines, the activities can be performed in al! 
the loan agencies at an aggregate expense considerably less than that incurred 
in previous years, but it will cost approximately $150,000 more than the amount 
provided in the estimates for the 10 regional offices. This added cost must be 
absorbed within the Corporation’s budget. 
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EFFECT OF THE HOUSE REDUCTION 


As a part of the recommended reduction of $1,335,000 in the Corporation's 
budget estimate, the House Committee on Appropriations specifically disal- 
lowed $85,000 requested for increase in accumulated leave. It was pointed out 
to the committee in the testimony shown on page 124 of the House hearings 
that the $85,000 represented the added cost in the fiscal year 1952 of leave 
accumulated in the calendar year 1951 and unused at June 30, 1952, and 
that a legislative prohibition against payment for this leave would affect a 
savings of the entire $85,000. The Congress has since passed such a prohibi- 
tion, and accordingly this item has been excluded from the amount requested 
in the proposed amendment. 

The balance of the decrease recommended by the House, $1,250,000 would 
impose a reduction of approximately 225 employees in the personnel required 
by the Corporation for the iiscal year 1952. The difficulties which would be 
encountered in meeting this reduction become readily apparent when it is 
recognized that— 

(a) The proposed budget of the Corporation already provides for a 
reduction of 277 employees under the staff level of 1951; 

(b) The administrative workload in both rubber production and lending 
activities will be greater in 1952 than in the preceding year; 

(c) Necessary but unforeseen expenses are being incurred in making 
financial assistance available to victims of the recent Midwest flood dis- 
asters ; 

(d) Added responsibilities have been assumed in the purchase and sale 
of tin. 

It is earnestly recommended, therefore, that restoration be made of $1,250,000 
of the reduction proposed by the House. 

A cowparison of personnel and administrative expenses between 1951 and 
1952 and the effects of the House reduction, are shown on eee rnpenving 
schedules, 


ADMINISTRATIVE EXPENSES 


Standard classification schedule 


Increase (+) 








Amount or decrease : ill 
‘ i. : Acti Sstim: recom- —), 1942 aan 
Standard Classification “oo ’ I oa , aonaae beats Ayo compared 
by House | pared with | Wit! est 
1951 mate 
Personal services $16, 371, 167 |$15, 290, 000 ($14,065,000 | —$1,081, 167 | —$1, 225, 000 
Travel 367,642 390, 000 385, 000 +22 358 —5, 000 
Transportation of things | 46, 029 40, 000 40, 000 —, 029 
Communication services 343, 310 300, 000 295, 000 —43, 31f —5, 000 
Rents and utility services 1, 473, 607 1, 200, 000 1, 155, 000 73, —45, 000 
Printing and reproduction 40, O56 40, 000 40, 000 96 
Fees for legal services 402, 921 300, 000 300, 000 —102, 921 
Fees for other professional services 200, 000 155, 000 +53, 918 15, 000 
Custodial and fiseal services 10, 000 10, 000 — 122, 552 
General Accounting Office audit expense. 150, 000 150, 000 —26, 474 3 
Services performed by other agencies 45, 000 45, 000 +5, 08! 
Other cwtractual services 152, 000 147, 000 —12, 810 —5, 000 
Supplies and materials 115, 000 110, 000 489 —5, 000 
Equipment... 58, 000 58, 000 — 249, 096 
Total administrative expense ; 20, 128,054 | 18, 290, 000 | 16, 955, 000 —1, 838, 054 | —1, 335, 000 
Deduct: Expenses not under limitation. S88, 652 455, 000 £55, O00 — 433, 652 
| 
Total administrative expense | } 
under limitation. .- _| 19, 289, 402 | 17,835,000 | 16, 500, 000 —1, 404,402 | —1,335, 000 
Average number of employees_____- 3, 252 2, 975 2, 750 —277 — 225 
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By programs 





Increase (+-) 


| | 
| Amount | or decrease 














Decrease 
‘ Estimate, | recom- (—), 1952 (—), bill 
Program 1951 1952 | mended | estimate com- wae 
| by House | pared with | W/6! estt- 
1951 | mate 
Te oe. perme m re ee hae ao Sy ee a ee oe 
Lending activities. __- Fo Besa Es $15, 612 2 , 000 \$14, 130, 000 | '$13, 250, 000 ie —$1, 482, 000 | — $880, 000 
Non-lending activities: ee Best cal 
Fiber program. __ < 111, 900 135, 000 | 130, 000 | +23, 100 —, 000 
Synthetic rubber program Be : 1, 864,600 | 2, 500, 000 2, 100, 000 | +635, 400 | —400, 000 
Tin program 482,500 | 445, 000 435, 000 | —37,500 | —10,,000 
Liquidation of World War II assets | 
and liabilities (including Smaller | | 
War Plants Corporation) Y | 1, 141, 500 830, 000 790, 000 —311, 500 —40, 000 
Total nonlending activities - 3, 600, 500 | 3, 910, 000 3, 455, 000 +309, 500° | —455, 000 
Total all activities__- 19, 212, 500 | 18, 040, 000 | 16, 705, 000 | ni, 172, 5 + ; 
Net adjustment for expenses not under | 
limitation and expenses distributed to | 
capital accounts. - ee a 26, 902 — 205, 000 — 205, 000 | _ 231, 902 | 
Total administrative expenses un- | | | | . 
der limitation -..-.- bonk -| 19, 239, 402 | 17,835,000 | 16, 500,000 | —1, 404,402 | —1, 335, 000 


Average employment, by programs 


| Increase (+) 





| Number or decrease | pomeaes 
Prowran Actual, Estimate, recom- (—), 1952 lenomn it ; 
F 1951 1952 mended | estimate com- with esti 
by House | pared with | a Cati 
fr | mate 
1951 
Lending activities 2, 627 2, 321 2, 155 —306 —166 
Non-lending activities: | | | 
Fiber program ____-- ‘ poe 17 20 19 +3 | —1 
Synthetic rubber program te 295 400 351 +105 | —49 
Tin program 74 70 68 —4 | —2 
Liquidation of World War II assets 
and liabilities (including Smaller | ; | 
War Plants Corporation) ___.....__! 189 141 134 | —48 | a, 
Total, nonlending activities __ 575 631 572 +56 | —59 
Total, all activities 3, 202 2, 952 2, 727 | —250 | —225 
Employees engaged in reimbursable | | 
activities __-.-- ‘ : 50 2B 23 | —27 z 
Total average employment . 3, 252 2, 975 2, 750 | —277 | —225 
Program highlights 
{In millions of dollars] 
| Estimate, Estimate, Increase or 
1951 1952 | decrease (—) 
a Rates giaat \ an epee ert Sai os ee 
| | 
Business loans: | 
Commitments (direct business loans E $160.0 | $289. 0 $129.0 
Disbursements . heat 201.4 | 318.0 116.6 
Repayments aeuthe : esti 1 218.8 125.0 | —93.8 
Outstanding at June 30. g 416.1 594, 1 178.0 
Net profit for the year (lending operations) ; cal 5.3 6.1 | 8 
Synthetic rubber program | | 
Cost of operations ; ; : lent 282. 6 | 5O8. 5 225.9 
Sales aeaae 303. 5 517.5 214.0 
Tin program: | | 
Cost of operations ; ss Rese 86.0 | 125.8 | 39.8 
Sales 5 : : ScaeRe cna 110.2 126.0 ie 15.8 





' Includes repayment of the Kaiser Steel Corp. loan amounting to $94.2 million. 4 
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PREPARED STATEMENT OF ADMINISTRATOR 


Chairman McKetiar. Mr. Symington, will you proceed, please? 

Mr. Symineron. Mr. Chairman, I have a statement here which I 
don’t think it necessary to read, sir. I would like to summarize it. 

Chairman McKetxiar. Put it in the record, and say what you wish 
about it. 


Mr. Symineton. Thank you. 
(The statement referred to is as follows:) 


STATEMENT OF STUART SYMINGTON, ADMINISTRATOR, RECONSTRUCTION FINANCE 
CORPORATION 


The hearings before the subcommittee of the Senate Banking and Currency 
Committee raised important questions concerning the past administration of 
the RFC. 

Steps have been taken to eliminate the causes for such questioning, and before 
taking up the specific details of our budget request for the current year I would 
like to set forth some facts about our present policies which are pertinent to the 
committee’s consideration of our appropriation. 

99.9% of the RFC organization are honest, conscientious, and capable Ameri- 
eans. These people are determined that the RFC will again be known throughout 
the land as an example of honesty and integrity in Government. 

The present activities of the RFC fall into two major groups. One has to do 
with the lending of money, the other with the purchase and production of cer- 
tain strategic materials. I will discuss the latter first. 

RFC has jurisdiction over the production of synthetic rubber ; also, the re- 
fining and smelting of tin, and the production of abaca. 

During the last year the requirements for these materials have greatly ex- 
panded ; this as a result of the current mobilization program now being super- 
imposed on an already full economy. 

Under the authority of the “Rubber Act of 1948,” as extended by Public Law 
575, REC has expanded its operations in the synthetic rubber producing facilities 
owned by the Government. 

The above law specifies that synthetic rubber production facilities shall be 
maintained at an annual rated capacity of not less than 600,000 tons of general 
purpose rubber, and not less than 65,000 tons of special purpose rubber, 

As a result of two outstanding reports on rubber by the Preparedness Sub- 
committee of the Senate Armed Forces Committee, the production of synthetic 
rubber was rapidly increased. 

This recommendation proved wise, because already the above statutory 
eapacity has proved insufficient. Already synthetic rubber at the rate of 950,000 
tons is being programed for the fiscal year 1952. To accomplish this goal, 
11 additional facilities have been placed in production; 28 are now operating. 

Without subsidy, the RFC is now selling synthetic rubber, at no loss, for less 
than half the world price of natural rubber. 

It is estimated that 65 percent of the rubber now being used in American 
production is synthetic rubber. 

Farmer, worker, and businessman all travel to work on rubber; and use it daily 
in countless other ways. The importance, therefore, of this RFC synthetic rubber 
program cannot be ov eremphasized. 

Synthetic rubber would not have reached this advance state of usefulness 
without research. The RFC synthetic rubber research program, carried on in 
conjunction with many rubber manufacturers, has resulted in outstanding de- 
velopments., 

Included in this technical progress is the program of oil-extended rubber, a 
development which will increase the total supply of rubber without increasing 
the presently used synthetic components. 

Another development is cold synthetic rubber, a product that has now proved 
superior to natural rubber in many applications, 

Already it has been demonstrated that cold synthetic rubber for tread stock 
on tires has 20 percent to 30 percent better wearing qualities than natural rubber. 

The significance of this program, to ~ America literally transported on millions 
of tons of rubber annually, is very great; because until the RFC synthetic-rubber 
program became a reality, nearly all Suber was controlled by either foreign 








612 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


governments, or foreign corporations set up by private interests with the ap- 
proval of their governments. 

To advise the RFC in its administration of the rubber program, we have estab- 
lished a Rubber Advisory Committee consisting of the following representatives 
of both large and small rubber companies who operate the Government’s rubber 
plants: 


John L. Collyer, president, B. F. Goodrich Co. 

H. S. Firestone, Jr., chairman, Firestone Tire & Rubber Co. 

A. L. Freedlander, president, Dayton Rubber Co. 

Frank D. Hendrickson, president, American Hard Rubber Co. 
H. E. Humphreys, president, U. 8S. Rubber Co. 

P. W. Litehfield, chairman, Goodyear Tire and Rubber Co. 
Everett Morss, president, Simplex Wire & Cable Co. 

Thomas Robins, Jr., president, Hewitt-Robins, Inc. 

J. Pentield Seiberling, president, Seiberling Rubber Co. 


Another strategic material in the RFC program is tin. 

Unlike natural rubber, tin has no substitute except those our research labora- 
tories are working hard to create. 

During the last war, when the major sources of tin, Malaya and Indonesia, 
were cut off, the RFC built a smelter at Texas City, Tex., to process low- and 
high-grade tin ores from South America. 

This smelter has been in continuous operation since 1241. It is now producing 
many thousands of tons of tin metal a year, about 50 percent of our current 
industrial consumption. 

Several months ago, another classic Government report from the Senate 
Preparedness Subcommittee was released on tin. This report showed in con- 
vincing fashion how disastrous to the American taxpayer was the operation of 
this foreign cartel in the current rising demand tin market caused by placing 
mobilization requirements on an already full economy. 

Immediately after the outbreak of the Korean War a year ago last June, the 
price of tin rose steadily, from 76.4 cents a pound to $1.93 last January. 

The purchase of tin by the United States Government thereupon ceased 
until a fair price could be obtained. 

To that end we were glad to announce last Wednesday the signing of a 30- 
day contract with the Bolivian producers to purchase Bolivian tin ores at a 
price of $1.12 per pound. We expect to sign a long-term agreement with them 
at a price based on fair costs, and not one geared to an internationally con- 
trolled world tin price. , 

The availability of RFC stocks, plus the production of the Texas City smelter, 
have both proved a valuable asset in the struggle for a fair tin price to the 
American producer and consumer. Reductions already obtained under the above 
program will result in saving of many millions to the American taxpayer. If 
this recommended policy is continued, within the next 2 years the savings will 
run into hundreds of millions of dollars. 

What the foreign tin interests of the world should realize is that, unless they 
approach this whole problem realistically—to wit, a fair profit only—they are 
ultimately ruining their greatest market, because in addition to further curtail- 
ment of nonessential uses, American laboratories, faced with these exorbitant 
prices, are working hard for adequate substitutes. 

The total amount involved in this RFC tin-rubber program is expected to run 
around $700 million in the fiscal year 1952. 

Aside, therefore, from its more generally understood lending function, RFC 
has a significant role in the field of critical materials, a field in which both dur- 
ing and after World War II it has had a record of outstanding success. 

In addition to rubbér and tin production, RFC operates five abacé fiber planta- 
tions in Central America, with a total of 25,000 acres now under cultivation. 
Those plantations produce 30,000,000 pounds of fiber a year. 

Abaca, better known us manila hemp, is another material for which this 
country must depend upon imports. It is used principally in the production 
of marine cordage, an item vital in the defense program. 

During the current fiscal year RFC, under congressional directive, is increasing 
the area under cultivation to 50,000 acres. This expansion will be completed 
in 1952. 

In summary, the problem is primarily one of obtaining those raw materials 
essential for that American production in turn necessary to protect both our- 
selves and our allies. If our economy is to survive the unprecedented cost of 
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this vast mobilization effort, however, these necessary materials must be obtained 
at a fair price. 

So much for the materials division of the REC. 

Now as to its lending functions. 

Since 1934, when direct lending authority to business enterprises was granted, 
the RFC has authorized 62,154 business loans in the amount of $4.9 billion. 
Bank participation in 25,925 of these loans aggregated an additional $538 million. 

Presently there are 11,493 loans and commitments outstanding in the amount 
of $696 million, with bank participation in 4,037 of these aggregating $48 million. 

Recently RFC lending policies were fully defined in a policy statement approved 
by the Loan Policy Board set up under the present reorganization of this agency. 
Members of this Loan Policy Board include the Secretary of the Treasury and 
the Secretary of Commerce. 

At this point may we insert a copy of this policy statement in the record? Some 
of its highlights follow: 

Under the new policy every loan must serve the public interest as well as the 
private interest of the borrower. It can serve the purpose by helping a bor- 
rower to contribute to the defense program or to provide essential civilian goods 
or services. 

RFC loans must conform to the anti-inflationary policies of the Government. 
To protect against an inflationary effect, a loan must be used to produce an 
equivalent amount of essential goods or services. 

No loan may be made unless the applicant can show in writing that financing 
is not available from banks or other sources on reasonable terms. A borrower 
must show evidence that he has tried to get financing from at least three financial 
institutions when locally available. 

We want to be very sure that the RFC is not in any way competing with 
private banking. We also want to encourage bank participation to the greatest 
possible extent. 

No loans may be made to bail out other creditors. 

No loans may be made to luxury hotels or to places deriving their principal 
income from the sale of intoxicating liquors. 

No loans may be made to gambling establishments. 

Other high lights of changes made since May 7 follow: 

We have instituted a policy of full disclosure on RFC loans. It is our con- 
viection that where the taxpayers’ money is being loaned, the taxpayers have 
a right to know the facts. 

Anybody representing a would-be borrower must register to that effect. 

Sales of securities or property held by the Corporation from now on is to 
be made on a competitive bidding basis, by sealed bids or at auctions, depending 
upon the type of collateral. 

In order to assure uniformity of loan poliey, all loan authorizations except 
certain disaster loans must be approved in the Washington office. 

This withdrawing of loan-making authority from our field offices, however, 
does not diminish in any way the responsibility or workload of those offices. 

Under this new procedure, the loan application receives the same consider- 
ation and entails the same amount of work in the field as before. Field loan 
examiners make the initial credit investigations and prepare recommendations 
on the application. Their report is reviewed by the agency committee con- 
sisting of a senior loan examiner, the assistant manager, and the agency manager. 
It is then forwarded to the Washington office with the agency recommendation. 
We have to rely on the field offices to receive loan applications, to analyze the 
loans, and then to service them after the loan is made. In work of this kind, 
there is just no substitute for the judgment of the man on the spot who can 
have first-hand contact with the borrower. 

Loans under $100,000, numberwise, constitute over 90 percent of the Cor- 
poration’s business loan authorizations. 

In addition to loans under section 4 (a), an Executive order has now trans- 
ferred to RFC responsibility for determining the terms and conditions of loans 
made under section 802 of the Defense Production Act. 

In the past RFC has served as fiscal agent only for the Defense Production 
Administration. In the cases of loans for such purposes as expansion or develop- 
ment under the provisions of the Defense Production Act, certificates of essenti- 
ality from DPA or the Department of Agriculture will be necessary. 

Steps are now being taken to insure that these loans will be handled efficiently. 
There will be no loose lending practices in the name of national defense. 
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The RFC also makes loans to persons or enterprises which have suffered from 
a major disaster. To date we have made over 27,000 such loans totaling $69 
million ; 1,700 loans and commitments totaling $10 million are outstanding. 

The RFC is playing an important role in the present flood disaster in the 
Midwest. As of the Ist of September we had received 1,175 applications for 
disaster loans amounting to $16,870,000. Brg 

At the present time we have a limitation of $40 million for disaster loan 
purposes. About $4 million of this was previously committed, leaving about $35 
million for the present flood emergency. 

In the RFC is a final Board of Review, consisting of the Corporation's five 
probably most experienced loan examiners. It is a significant fact that not one 
loan approved by this Board of Review has been the subject of criticism in the 
recent congressional investigation of this agency. Every loan criticized was 
approved by the RFC Board of Directors against the recommendation of its own 
Review Board. . 

Under the reorganized set-up, the Administrator does not undertake to reverse 
the recommendations of the RFC’s Board of Review without giving his reasons 
in writing. 

During the current period of defense production, RFC will have its role in 
supplementing credit available from other sources. Experience in the last war, 
plus the current mobilization expansion, proves that guaranteed loans will meet 
only part of the credit needs of defense mobilization. 

This country is now in a period of expanding production, economy controls, and 
rising costs. Such conditions will require many businesses to secure credit 
assistance, especially as the smaller businesses attempt to shift from peacetime 
products to defense items. 

Based on past experience, it is anticipated that RFC loans to industry in the 
fiscal year 1952 will increase about one-third over the current fiscal year. Many 
of these loans will be to relatively small subcontractors, typical small-business 
men, whose attempts to add their productive facilities to the defense job might 
otherwise be either hampered or eliminated through lack of credit. In this 
connection RFC is specifically charged with carrying out the loan program for 
small business provided in the amendments to the Defense Production Act 
of 1950. 

The above summary of what the RFC is doing would seem to end any dis- 
cussion as to its value, but there are certain additional factors I present for 
your consideration. 

In an effort to both preserve its freedom and at the same time maintain its 
high standard of living, America has now accumulated a staggering debt. Its 
Government must nevertheless face up to all the implications of this debt, 
at the same time the rise of Soviet communism forces us, for security reasons, 
to embark on another vast program of mobilization expenditure. 

Nowhere in the economy is the resulting impact of these hundreds of billions 
of dollars of debt felt more heaviiy than in our private banking system, and in 
the credit facilities that system is normally expected to extend. 

Some leading organizations are willing to incur risks on private loans, but 
at interest rates far above the normal value of money. RFC is a great deterrent 
against excessive interest charges, because it can lend to the little businessman 
on reasonable terms if he has proper collateral. 

This I believe: That under the steady march in this country toward the 
“big—big government, big business, big taxes—America is steadily moving toward 
a concentration of wealth—and a concentration of the power behind that 
wealth—which in a relatively short time may put us perilously close to socialism, 

As a wise man said to me years ago, the walk from trusts, cartels, and mon- 
opolies to socialism is just a step across the street. 

Almost certain progress toward that undesirable form of government is the 
elimination of the smaller business man through the restriction, or withdrawal, 
of his credit, at the same time there is a continuous increase in the size of his 
large competitors. 

That is what has happened in certain countries which formally were con- 
sidered the master prophets of the private enterprise system. 

For such reasons as restrictions on total lending authority, restrictions on the 
amount that can be lent to any individual, banking policy not to lend on fixed 
assets, and banking policy to limit term loans, it is becoming more and more 
difficult for smaller businesses to obtain credit, on reasonable terms, despite such 
businesses nevertheless possessing what was formerly considered adequate col- 
lateral. 
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As the current world situation develops, with its grave impact on the American 
economy, this credit vacuum is becoming more apparent; and we believe it will 
get worse instead of better. There is no more difficult time for small business 
than in a mobilization conversion period. 

It would seem that one real and practical finger in the dike against this trend 
toward socialism through the abolition of small business is the RFC. 

As the large corporations in our great industries continue to grow, any credit 
problem becomes less. But as the national debt mounts under the spur of this 
new mobilization, the credit problem of the little businessman becomes steadily 
more acute. 

One of the real contributions which the RFC has made in the past few years 
has been its loan in the 29 States of the South, the West, and the Southwest. 
As is well known, these States, predominantly agricultural, have shown tre- 
mendous increases in industrial expansion. Our figures show that 70 percent of 
RFC’s loans in the past 844 years have gone to borrowers in these States. 

The reason that industries in these States have come to the RFC is that credit 
there has not been as readily available as in the old-line industrial centers. 

We are certain RFC has assisted in financing the large growth of industrial 
activity in these States and that in doing so it has filled an important credit gap. 

I have had as much experience as most in direct contact with working men 
and women in plants. Most of these citizens, regardless of their wages, have a 
desire—a hope. They want to break away from the “wage,” and have, and have 
their children have, their own business, which they hope will grow. 

Even though today ever-mounting taxes make it more difficult for them to save 
their “stake” to get started, they still have that hope, which in the past has 
been an inherent part of the American way of life. 

The RFC cannot give them the venture capital to start a business. 

No matter how hard it is to begin, they must save or borrow elsewhere the 
original capital required. 

Surely, however, they should not be rubbed out of the business they have 
started with their savings because of credit conditions which have arisen as a 
result of other conditions far beyond their control. 

I believe that success in abolishing the RFC would be just another blow at 
small business, in favor of the trust, the cartel, and the monopoly. I believe 
that the perpetuation of small business in this country is vital to preserve our 
system of free enterprise. I believe this agency is essential in order to prevent 
the entrance over here of one of the many isms now plaguing both the govern- 
ments and the plain people in the lands of all of our enemies, and many of our 
allies. 

Speaking of foreign countries, an apparent development in the United States 
is becoming more and more perplexing. 

Since VJ-day, to help the people of other lands, the American taxpayer has 
contributed over $30 billion. 

Today the Detroit mechanic, the Kansas farmer, the Texas cattleman is 
heavily taxed to help preserve his counterpart in many countries; and under 
proposed programs he is going to be taxed a lot more. 

In the present world crisis, it is our responsibility and our national policy 
to make grants and loans to foreign countries to aid them in withstanding 
the spread of Soviet aggression. 

This is a responsibility which we must all face up to. 

Things have come to a pretty pass, however, if at the same time we are 
giving tens of billions of dollars to the little people—and the big people—of 
foreign countries, we nevertheless won't allow our neighbor down the street, 
who has served us well over a period of years, the loan of a few dollars neces- 
sary to maintain his established business when he is caught in economic condi- 
tions beyond his control. 

Why should American citizenship be a deterrent to obtaining aid from our 
Government, especially when in this case the aid must be backed by collateral? 

If we are interested in giving tens of billions of dollars to preserve the free 
enterprise system in other countries, why should we not be interested in lending 
a few million dollars to preserve free enterprise in this country? 

Another group would abolish the RFC because of corruption. There were 
conditions in this ageney which did merit criticism. They have been changed ; 
but a continuing analysis of the operating efficiency and integrity of the agency, 
just as in private business, will continue. 
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What an absurdity, however, to imply that, because of possible corruption re- 
sulting from inefficient management, a Government agency should be abolished, 
regardless of its contribution to the American people and their economy. 

It would be just as logical to say that the Departments of State or Defense 
should be abolished because several officials were found dishonest. 

The important point to consider is, Does the RFC contribute a necessary 
function during these critical days? 

Aside from its position in defense loans, or in the handling of critical materials, 
I believe RFC is a true bulwark against all isms, through the preservation of 
independent business. 

I believe, therefore, that its continuation is important to the preservation of 
the American system of free enterprise. 

The budget requested to administer the program of the RFC in this fiscal 
year amounts to $17,835,000. 

This Corporation, as you know, does not receive an appropriation, but operates 
on an authorized allocation of its current income. 

Last year we had a comparable authorization of $21,337,000. Comparable 
because, although our previous authorization was for $26,000,000, $4,663,000 
of this amount was transferred to Housing and Home Finance Agency under 
reorganization plans No. 22 and 23. 

Therefore the RFC is now actually requesting $3,502,000 less than authorized 
for the previous year. 

This reduction—over 16 percent—is especially significant upon consideration 
that RFC now has a heavier workload in each of its major programs. There 
are more direct business loans to administer than at any time within the past 
3 years; and in our materials program the workload is increasing all along the 
line. i 

It may not appear consistent to request a lower budget under these circum- 
stances. Frankly, when I came with the RFC I had some reservations about 
the new budget, because it was predicated on a drastic reduction in personnel 
which had taken place between last December and March; from 3,516 on 
November 30 to 2,621 on March 31. 

Nevertheless major management savings have been attained which would ap- 
pear to now justify this reduced budget request. 

Because of such improvements in management, I believe the proposed budget 
will prove adequate for our needs. 

As passed by the House the supplemental appropriation bill for 1952 proposes 
a further reduction of $1,335,000 in this budget. : 

This agency cannot properly operate both its normal and its defense activi- 
ties if this reduction is not restored. 

Of this reduction, $85,000, representing the estimated cost of employees’ 
accrued leave in the calendar year 1951, was specifically disallowed. Since pay- 
ment for this leave accumulation is prohibited by recent congressional action, 
this reduction is right; and therefore it has not been included in the proposed 
amendment to the House bill. 

The balance of the proposed decrease, $1,250,000, would impose a further 
reduction of approximately 225 employees in the personnel required for this 
year. 

Such a reduction would be difficult to sustain under any circumstances and 
is especially difficult in view of new developments not foreseen at the time the 
budget was prepared. 

The cost of handling the recent flood disaster in the Midwest is a case in 
point. 

When considering the broad national scope of the RFC, along with its con- 
duct of the various defense programs, this reqeusted budget would seem en- 
tirely proper. The total amount being asked for is considerably less than 
the cost of a single major military base. 

The RFC has paid and is paying its own way. In other words, when we ap- 
pear before you today, we are not asking for actual appropriation of money. 
Rather we are requesting that this committee allow RFC to spend, out of its 
earnings, that amount of money which, after thorough analysis, we believe es- 
sential to do the right job. 

For these reasons it is respectfully requested that the committee give favorable 
consideration to restoring $1,250,000 of the reduction proposed by the House. 
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SYNTHETIC RUBBER PROGRAM 


Chairman McKetuar. Let me ask you this question, please. This 
is your primary bill. You have not asked for any current funds, 
have you, for this present year ? 

Mr. Symrnaton. No, Mr. Chairman. 

Chairman McKe.xar. Only the funds that you received by reason 
of the various resolutions that we passed ? 

Mr. Symineron. Yes, sir. 

Chairman McKetiar. Now go ahead. 

Mr. Symrneron. Thank you, Mr, Chairman. 

First, I do not think people realize how extensive RFC activities 
are in the field of producing rubber. I think perhaps the point 
that would interest you most would be we are now selling synthetic 
rubber at no loss to the Government for considerably less than half 
the world price of natural rubber; and 65 percent of the rubber now 
being used in American production is synthetic. 

Chairman McKe rar. Is it used in connection with regular rub- 
ber ? 

Mr. Symrnoton. Yes, sir. The price of synthetic rubber today is 
26 cents. We are making around 850,000 tons a year at that rate, 
which is 65 percent of all the rubber used in the United States 
today. 

Chairman McKetxiar. That is a remarkable accomplishment. 

Mr. Symineron. It is a remarkable accomplishment on the part 
of the Government. 

Chairman McKetrar. Is it nearly as good as natural rubber? 

Mr. Symrneron. In nearly all cases it is better. In one case it is 
not as good; heavy duty tires. But in most cases it is better, sir. 

Senator Corpon. Do they use a certain percentage of natural rub- 
ber in the making of synthetic ? 

Mr. Symrneron. Not necessarily, in tire manufacture. 

Senator Corpon. Is that used in the making of the synthetic, or 
are the two mixed afterward ¢ 

Mr. Symrneron. You can mix or you can use synthetic or you 
can use natural. A percentage of the total amount of rubber used 
is natural, but you do not necessarily mix the natural in with the 
synthetic, 

Senator Corpon. In other words, latex, or whatever Ger call it, 
goes in as one of the component parts of synthetic rubber? 

Mr. Symineron. Synthetic rubber consists principally of butadiene 
and styrene, and they are mixed together. Actually now with the 
exception of heavy-duty tires, and that is being worked on, the rubber 
people prefer synthetic as against natural. 

Senator Youne. What is ‘synthetic made out of ? 

Mr. Symrneron. It is made out of two products, petroleum and 
alcohol. 

Senator Youne. What is the alcohol made of ? 

Mr. Syminoron. The alcoho! comes from molasses, grains. 

Senator Corvon. There is so-called grain alcohol and so-called wood 
alcohol. 

Mr. Symrnoron. That is right. 

Senator Corvon. Can you use either / 

Mr. Symineron. Just grain. 

Senator Corvon. Ethyl! alcohol ¢ 
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ALCOHOL AND PETROLEUM 


Mr. Symrineron. That is right, sir. I might add that synthetic 
rubber made out of aleohol is just about twice the price of synthetic 
rubber made out of petroleum. 

Senator Corpon. What is its usable value? How does its utility 
compare ¢ 

Mr. Symineron. In nearly all cases the rubber people would prefer 
synthetic as against natural. 

Senator Corpon. And as between that made from alcohol and that 
made from petroleum what is the difference in the use value? 

Mr. Syminetron. There is no difference. 

Senator Corpon. It costs more from alcohol but there is no differ- 
ence in the use value? 

Mr. Symineron. That is right. The problem is in the capacity of 
the plants. 


PURCHASES OF ALCOTIOL 


Senator Youne. I would like to ask one more question. Is there 
much alcohol made out of grain now? 

Mr. Symineron. The use of alcohol for production of rubber is 
steadily increasing. It is up to a point now where we will have ulti- 
mately 220,000 tons—— 

Chairman McKeniar. What kind of grain do you make it out of? 

Mr. Symineron. We do not produce alcohol. We buy all alcohol 
available at the right price. For instance, our best purchase came 
from France. We ‘buy alcohol on the world market, or the local mar- 
ket, wherever we can get it for the least amount of money. The price 
has ranged from 60 cents to $1.25. 

Senator Youn. The reason I asked that question is that we had 
more sprouted grain in my area. During the last war when we were 
using large quantities of grain for alcohol, they found that sprouted 
wheat was more valuable for alcohol than it was for No. 1 wheat. 

Mr. Symineton. We are interested right now in buying more 
alcohol. 

Senator Corvon. Has the fact that you have greatly increased the 
output of synthetic rubber had an appreciable effect upon the lowering 
of the world price of natural rubber? 

Mr. Symrncron. The world price of natural rubber has dropped 
in the Tast few months from around 90 cents to around 55 cents, but, 
of course, it went up, as soon as there was a mobilization demand on 
our part, from 16 cents to around 90 cents. 

Senator E:rtenper. Will you tell us the difference in the cost of 
synthetic rubber made from grain aleohol and petroleum, so we may 
have that in the record? 


COST OF SYNTHETIC RUBBER 


Mr. Syminoron. The cost of synthetic rubber made out of petroleum 
is around 18 to 19 cents. The cost of synthetic rubber made out of 
alcohol, depending upon the cost of alcohol, is somewhere between 36 
and 45 cents. 

Chairman McKetiar. Do private manufacturers use this synthetic 
rubber ? 
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Mr. Symincron. They are the ones that use it all, sir. The Gov- 
ernment has no end product rubber plants. 

Chairman McKettar. It just furnishes the money. 

Mr. Symincron. We make management contracts with the private 
rubber companies. They produce ‘the rubber for a fee. Then the 
rubber is distributed in accordance with the Government’s decisions 
on allocations, which, of course, is out of our field. 

Chairman McKetrar. It is not subsidized, and you do make a 
profit on it. 

Mr. Symineron. We do not make a profit, but we are very careful 
not to have a loss. 


TIN PROGRAM 


The next subject I would like to present is tin. The tin situation 
has been handled by the RFC, I believe, in the public interest. I 
would like to read briefly from this statement, on tin. 

Unlike natural rubber, tin has no substitute except those our re- 
search laboratories are working hard to create. 

During the last war, when the major sources of tin, Malaya and 
Indonesia, were cut off, the RFC built a smelter at Texas City, Tex., 
to process low-and liigh- grade tin ores from South America. 

This smelter has been in continuous operation since 1941. It is now 
producing many thousands of tons of tin metal a year, about 50 per- 
cent of our current industrial consumption. 

Chairman McKetiar. You receive the ore from South America ? 

Mr. Symineron. Partly. We smelt in Texas City about 50 per- 
cent of all tin used in the United States, and buy the ore from all 
over the world. 

Several months ago another classic Government report from the 
Senate Preparedness. Subcommittee was released on tin. This report 
showed in convincing fashion how disastrous to the American taxpayer 
was the operation of this foreign cartel in the current rising demand 
tin market caused by placing mobilization requirements on an already 
full economy. 

Immediately after the outbreak of the Korean War a year ago 
last June, the price of tin rose steadily, from 76.4 cents a pound to 
$1.93 last January. 

The purchase of tin by the United States Government thereupon 
ceased until a fair price could be obtained. 

To that end we were glad to announce last Wednesday the signing 
of a 30-day contract with the Bolivian producers to purchase Bolivian 
tin ore at a price of $1.12 per pound. We expect to sign a long-term 
agreement with them at a price based on fair costs, and not one geared 
to an internationally controlled world tin price. 


WORLD RUBBER AND TIN PRICES 


I would like, if I may, Mr. Chairman, to put in the record a graph 
showing the world rubber prices and the one showing the world tin 
prices. 

Chairman McKetuar. Yes, sir. 
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(The tables referred to follow :) 


SYNTHETIC RUBBER PRODUCTION AND RUBBER PRICES 
FISCAL YEARS 1950-1952 














wien ee 80 

OBJECTIVE. JUNE 1952 

950,000 LT PER YEAR ale 
nena” 
NATURAL RUBBER PRICE! «i 
a OBJECTIVE, JUNE 195! 
840,000 LT PER YEAR 
60 60 
a 
YNTHETIC RUBBER PRODUCTION 
(THOUSAND LONG TONS PER MONTH) 

40 +}—_______— — - _ 40 


| 
- GENERAL PURPOSE 
a, SPECIAL PURPOSE 


20 — sienna ee em 20 


SYNTHETIC RUBBER PRICE 
(CENTS PER POUND) 


! j i l 0° 
YASONODJSF MAMI ST ASOHOS F MAMI TASONODO ST FMAM SI 


1949 1950 1951 1952 


°#! RIBBED SMOKED SWEETS, SPOT, WEW YORK. 


U.S. TIN PRICES, 1950-1951 


CENTS PER POUND CENTS PER POUND 


ree renentrh 200 
= MONTHLY AVERAGES 


| REPORT OF SENATE 
| PREPAREONESS SUBCOMMITTEE 

















i } | 
i | 
| | | 
| STOCKPILE | 
PURCHASES | 
rere e0 
oe —_—_——§—j140 
| 
} 
| 
mamcaame 2‘ 
| 
{100 
} 
;80 
60. l | Ros Bs ST | | DS kD ee 
JAN FEB MAR APR MAY JUNE JULY AUG SEPT OCT NOV OEC “JAN FEB “MAR “APR “MAY “JUNE. JULY AUG SEPT OCT NOV DEC 


1950 1951 


SOURCE AMERICAN METAL MARKET 


a 








. rs Poaceae ‘ 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 621 


TIN PURCHASE CONTRACTS 


Senator Corvon. Was the contract for tin with the Government 
of Bolivia or with private concerns? 

Mr. Symineton. That is a very good question, because it had to 
be with both. The Government cannot commit the producers without 
getting their approval. So when we signed the contract, the RFC 
signed it both with the Bolivian Government itself, and with the 
producers. 

Senator Corvon. Is the acquisition of a portion of their total output 
or all of it? 

Mr. Symrneton. It depends, sir. When the question of tin came 
up with Bolivia, we sent people into Bolivia. 

(Discussion off the record.) 

Senator Extenper. When you say $1.12 per pound, is that mined 
tin or ore? 

Mr. Symineton. It depends. If it is metal, you pay for it in the 
metal. In the concentrates you pay that figure for the amount of tin 
that is in the concentrates, less processing costs. 

Senator ELLenper. That is before it is smeltered. 

Mr. Symrneton. Yes, sir. J might add—it seems ironical that the 
United States should make a contract with Bolivia based on a price 
in Singapore, that has nothing whatever to do with the cost of the 
seller, or desires of the buyer. That has been going on for years. In- 
asmuch as the Singapore price is a cartel price set by the world tin 
cartel, they can arbitrarily make the figure anything which they would 
like to have. For example, the difference in the cost of tin between 
the day before Korea and the top tin price, if interpreted in the unfilled 
requirements of the American stockpile alone, just on tin, is well over 
half a billion dollars. 

Senator Tuyr. Mr. Symington, who are the principal countries or 
the principal individuals that figure in the cartel ? 

Senator Corpon. That is what I am interested in. 

Mr. Symineron. England, Malaya, Indonesia—— 

Senator Tuyr. In other words, England has the tin just as she has 
the rubber and the wool as far as that is concerned. 

Mr. Symineron. England has a lot to say about tin. 

Senator Tuyr. Thank you, sir. We will confine the question to the 
tin. 


TIN COUNTRIES 


Mr. Symineron. Indonesia, Malaya, Bolivia, England, Belgium, 
and Holland are the tin countries. 

( Discussion off the record.) 

Mr. Symrinaron. May I proceed, Mr. Chairman ? 

Chairman McKetiar. Go ahead. 


ABACA DEVELOPMENT 


Mr. Symrneron. In addition to those two products, the RFC also 
develops a product called abaca. It controls 25,000 acres putting out 
abacé. Under congressional directive, 50,000 acres, 25,000 additional, 
are to be developed in Central America. Abaca is known as manila 
hemp. It is used primarily in the production of marine cordage. In 
1952, we expect to have these 50,000 acres under cultivation. 
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This whole program, primarily rubber and tin, is one which amounts 
to about three- -quarters of a billion dollars annually. It is a big opera- 
tion. 

Senator Rozertson. Did India put an embargo on the shipment of 
a to us and has that been lifted ¢ 

Mr. Symineron. I know they did on some materials. They do not 
produce any hemp. They produce jute. 

Senator Roserrson. Jute is not a substitute for hemp ? 

Mr. Symineron. No. 

Senator Rozertson. You just make bags out of jute. 

Mr. Symineton. That is right. The Philippines is where most 
of the manila hemp was produced. 

Senator Haypen. Abaca is a native product of the Philippines? 

Mr. Syminoeron. Yes, sir. 

Senator Haypen. And you are transplanting that to Central 
America? 

Mr. Symrneron. That is right. 

Senator Haypen. And other parts of tropical America? 

Mr. Symineron. There has been some discussion of putting it in 
South America, but it has not materialized. It is primarily in the 
banana countries now. 

Senator Haypen. Can you plant it on a banana plantation! 

Mr. Symrineron. You can plant it on the same type of land. 

Senator Haypen. Bananas wear out the land quickly. 

Mr. Syminoron. That is right. The land is owned oy the United 
Fruit Co. 

Senator Haypen. The United Fruit Co. has to clear up continually 
new pieces of land because after a few years bananas wear the land 
out. If you plant abaca there, you have a big advantage. 

Mr. Symrneron. Yes, you would have crop rotation. 


BLACK MARKET IN TWINE AND HEMP 


Senator Ture. Throughout the Midwest we are faced with a ter- 
rifie shortage of binder and baler twine, more especially baler twine. 
There are black-market operations. In other words, the retailer 

cannot furnish the producer or user of that baler twine, but some- 
where down the line somebody can find twine if they will raise the 
price by 20, 30, or 40 percent. I am just wondering what is the eause 
of that? Why is there a shortage? 

Mr. Symrinron. I do not think I ean answer that, Senator Thye. 
We are producers, not distributors. 

Senator Trrye. I realize that. I thought possibly because we were 
talking about hemp, and so forth, and cordage, that it might have been 
related in some manner because you are getting military “supplies, Is 
it the military demand that has created “the short: age, or is it the im- 
port of the raw material to fabricator that created the shortage ¢ 

Mr. Symincron. As far as military requirements, primarily of 
abaca, they have gone up. 

Senator THYE. You are not competing with the fabricators that 
make up the baler twine and binder twine / 

Mr. Symineron. I would not think so, but I would like to check 
and get the facts. 

Senator Ture. I would appreciate it if you would. 
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(The information is as follows :) 


Abaca fiber is not competing with fabricators that make up baler twine 
and binder twine. Binder twine is made solely from henequen and baler twine 
is usually made of about 90 percent sisal and 10 percent henequen. These are 
fibers much softer than abacd and are unsuited for marine cordage and similar 
uses, which is the primary use of abacé. RFC produces abaca fiber. Less than 
1 percent of the total abacé fiber imported into the United States last year 
was used for baler and binder twine. All of the abacd RFC produces goes 
into the national stockpile. 


ABACA STOCKPILE 


Senator Exienper. Will you tell us what arrangement the RFC 
has for the production of this abacé on the 50,000 acres? How do 
you handle that ? 

Mr. Syminoron. At present we have 25,000 acres. Under congres- 
sional instructions, we are raising that to 50,000. We make an ar- 

rangement with the United Fruit Co. whereby we pay them what 
might be called a cost-plus-fixed-fee for operating the produc tion. 

Senator Eutenper. On whose land? 

Mr. Symineron. It is on their land. It is land that is cleared, that 
they control. 

Senator Exrzenper. Is there an agreement to purchase the output 
of that acreage ? 

Mr. Symineton. We take it. All that we produce goes into our 
stockpile. 

Chairman McKetiar. What Central or South American countries 
produce it? 

Mr. Symrineron. Honduras, Guatemala, Panama, and Costa Rica. 

Senator ELLenprr. Have you any idea of the cost in contrast to 
what other similar products cost ? 

Mr. Symineron. Our cost is competitive, sir. 


TIN PRICES 


Senator Corvon. What is the situation in the same field with respect 
to our cost of tin from Texas City smelter as against the world price 
of tin or the contract price you had in Bolivia / 

Mr. Symineron. Senator Cordon, I may be wrong, but I think the 
success of the RFC in making this contract directly with the Bolivian 
Government, regardless of any Singapore price, is the first time a con- 
tract has been made i in many years, by anybody, that was not based 
on the Singapore price. From the standpoint of our taxpayers, I think 
it the most important characteristic of our tin operation, breaking 
away from a controlled cartel price. 

Senator Corvon. I appreciate that statement, I might say, and it is 
good news, but my question went to the comparative ‘costs of tin pur- 
chased offshore and imported as tin, and tin that results from a smelt- 
ing operation at Texas City. 

Mr. Symrncron. The price that America will pay for tin—America 
uses half the tin used in the world—should determine ultimately the 
Singapore price. 

Senator Corpon. What does it cost us to make tin out of a smelter 
at Texas City ¢ 
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Mr. Symrncron. The Texas City smelter is the newest and largest 
smelter in the world. Our actual cost will be less than the smelting 
costs anywhere else, with the exception that we pay much higher labor 
rates than they do anywhere else. 

Senator Corpon. The net result is what is the end price of tin? 

Mr. Symineton. The end price of tin 

Senator Corpon. The end cost to us of tin that comes out of the 
smelter at Texas City. 

Mr. Symincron. The end cost is better for us than it would be if 
we bought it in any other way. 

Senator Corvon. Lower ? 

Mr. Symrneron. Yes, sir. 

Senator Fereuson. How much better? 

Mr. Symineton. That would depend on what the price of the tin 
is; that is, the Singapore price. When we went to work on this situa- 
tion by refusing to buy tin, the world cartel had run the price up to 
$1.93. 

Senator Frreuson. What percentage is the differential between 
manufacturing 

Mr. Symineron. You mean the smelting cost in America and out- 
side ¢ 

Senator Frercuson. Yes. 

Mr. Symineron. On verv high grede concentrates it will run as 
low as $48 a ton smelting. Where you have very complex concentrates, 
it will run as much as $140 a ton. 

Senator Frercuson. I do not want to take the examination away 
from Senator Cordon. 

Senator Corpon. Go ahead. I have my information. 

Senator Frreuson. I would like the differential in the cost. 

Mr. Symineron. Yes, sir. The Texas City smelter was built pri- 
marily in order to handle tin concentrates from South America. 
which in many cases are low grade. No other smelter in the world 
can handle them as Texas City can. On low grade tins, the cost of 
smelting will be higher than on high grade. 

Senator Frrcuson. Is that all we use in the Texas City smelter, low 
grade? 

Mr. Symineton. No; we buy as much high grade as we can. Un- 
fortunately, from Bolivia, most of the high grade tin goes to England. 
In fact, the highest grade producer does not even quote in America. 

Chairman McKetwar. Because there is a world shortage? 

Mr. Symrneron. I do not think there is a world shortage. It is a 
world shortage if they do not produce, because they do not like our 
price. 

Chairman McKetrar. But there is a world control of tin. 

Mr. Symineron. There is no question about that. 

Senator Frrcuson. Who controls it? Do we control it because 
of our buying? 

Mr. Symineron. No, sir, It is controlled primarily by a group of 
individuals, wealthy individuals, alone or with their governments, in 
those countries I have named. What we are trying to do is break up 
that control by getting a price on tin which has some relation to 
cost, instead of a controlled price. 

Senator Frrcuson. Then there is a cartel on tin? 
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Mr. Symrineron. There is no question about that. The Senate 
investigating committee proved that conclusively. 

Senator Ficsarians. Do they now refuse to sell below a certain 
amount ? 


BREAK IN TIN MONOPOLY ‘PRICE 


Mr. Sxmineron. They have refused to sell at a price we thought 
right until last week, when we made a short term contract with 
Bolivia which we felt was a fair price to the American taxpayer. On 
that basis we bought some tin. 

Senator Frercuson. Then you did really break the monopoly price. 

Mr. Symineton. Senator Ferguson, in my opinion, and I believe 
your colleagues on the Senate Preparedness Subcommittee will con- 
firm it, the policies of RFC on tin, which are, in effect, the policies 
directed by that Senate committee, will save the American taxpayer 
in the next 2 to 3 years not less than $500,000,000 in the price of tin. 

Senator Wurrry. How come you got a break-through for 30 days, 
if it is a cartel ? 

Mr. Symrncron. Ninety percent of all the income of Bolivia comes 
from metals and 70 percent of that comes from tin. So 63 percent of 
the total income of Bolivia comes from tin. 

Senator Wuerry. That is right. 

Mr. Symrinoton. They do not have taxes that we have, little real 
estate taxes, little income taxes. The result is they were getting in 
trouble because they were not getting any dollars. 

Senator Wuerry. Now, if the situation clears and England gets 
dollars, then you are out again. 

Mr. Symrneron. That is right. 

Senator Wuerry. You have this broken for 30 days. 

Mr. Symineron. That is right. 

Senator Wuerry. Because of a situation where England having a 
part in the control had been refusing to sell tin at the price you offered. 

Mr. Symineron. That is partially right. 

Senator Wnrerry. Now, what I am asking is this: Is it the condi- 
tion of lack of dollars that made it possible to make this deal with 
Bolivia ? 

Mr. Symrneron. That is right. 

Senator Wnerry. If that thing clears in the next month, you are 
right back where you were before, is that right? 

Mr. Symrineron. Yes, sir; but we will not buy except at the right 
price. 

Senator Wuerry. I understand that, but the cartel goes on. 

Mr. Symtneton. Yes. 

Senator Wuerry. So you have knifed through this time because 
of a lack of dollars, but there is no assurance that it can happen again. 

Chairman McKetiar. Is that fact well known to the trade? 


POSSIBLE COMPETITION FROM EUROPEAN TIN SMELTER 


Mr. Symrineron. Yes, sir. One thing that worries us a lot, in talk- 
ing about the cost of tin smelting, is that some of these cartel people 
are trying to go to the countries like Germany and develop a smelting 
situation there whereby they can sell to Germany. Of course we 
cannot compete with a German smelter, because of the labor rates, 
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the depreciated German currency, as against the labor rates properly 
demanded by the American workman. “If I follow Senator Wherry’s 
thoughts, we are set for a finish fight on the price of tin. We are not 
going to buy tin unless we can at a fair price. 

Senator Wuerry. And you have to continue the operation in Texas 
in order to put yourself in a position where you can do that ? 

Mr. Symincvon. If they will not sell us tin except at a fair price 
I will shut down the Texas smelter, and recommend we tap the stock- 
pile a little. Wealready have on copper. 


PURCHASES OF TIN ORES 


Senator Frrcuson. How are you going to get material to smelter 
in the Texas plant if it is all in a cartel ¢ 

Mr. Symineron. In some of the countries—I want to be careful to 
answer your question correctly—there is a little tin, in effect, outside 
the cartel. For example, in the last 5 to 6 years we have bought a lot 
of tin, small quantities, spot buying from Siam. I was surprised to 
hear that has run to some $40,000,000. 

Senator Corpon. Is that tin or tin ore? 

Mr. Syminoron. That would be tin ore. 

Senator Corpon. So your market for ore is broader than your mar- 
ket for smelted tin, and that gives you your opportunity ? 

Mr. Symrneron. The RFC is primarily interested in ore. Other 
Government agencies also buy tin metal. We buy the tin ore for our 
smelter. 

Senator Frreuson. Then you are talking about tin ore. 

Mr. Symineron. Yes, tin ore. 

Senator Frreuson. From Bolivia. 

Mr. Syminoron. In concentrates, a partial refinement of the ore. 


INCOME AND EXPENSES OF TIN PROGRAM 


Chairman McKetiar. Mr. Symington, there is a justification here, 
on page 4, that I would like to go into the record at this time, which 
will show that in 1950 we had a loss of $10,000,000, and in 1951 we 
have a prospective profit of $24,000,000—I am speaking in round 
numbers—and after that it would about pay out; would it not? With- 
out objection, that will go into the record, and will you explain it? 

(The table referred to is as follows :) 


Statement of income and expenses, tin program 


1950 actual | 1951 estimate | 1952 estimate 


Income: Sales of refined tin_...........-......-. -----------| $141, 186, 267 | $110, 235, 000 | _ Nae 000, & 000 
Expenses: 
Cost of tin (including storage and handling) 5 _...-| 150, 220, 056 84, 124,000 | 123, 641, 000 
Allocated portion of administrative expenses. .--- .- coal 489, 597 460, 000 | 445, 000 
Other expenses iz . Sanne dal bn qaelets eaten 112, 096 13 000 125, 000 
Total expenses before depreciation and charge-offs.......| 150, 821, 749 709, 000° 124, 211, 000 
gia ye ee a a ee | 445, 662 » oon 000 760. 000 
Interest on funds invested in net ope rating assets. ..........--. 835, 226 | 816, 000 850, 000 
RE 5k Bs neni cae deel cade ee cnwkeddes 152, 102, 6 37 85, 985. 000 | 195, 821, 000 


Net income (or loss (—)) from tin program.-__.......---- | —10, 916, 37 0 24, 250, 000 179, 000 
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Mr. Syminoton. Thank you. Of course, for some time in 1951 
the RFC was buying tin in a rising market. 

Senator Wuerry. Are you talking about ore or tin? 

Mr. Symineron. When I say “tin” I am talking about any con- 
centrate except the metal itself. 

Senator Wuerry. And other agencies buy their metals themselves. 

Mr. Symincron. That is right. We operate with them closely. To- 
day they are not buying any tin metal. We have shut down buying 
completely in this country unless we get a fair price, by agreement 
with Mr. Larsen and myself, and in accordance with the Senate com- 
mittee. 

Senator Frrevson. Is that publicly known? 

Mr. Syminaton. Yes, sir. 

Chairman McKetxar. There is no reason why it should not go in the 
record here. 

Mr. Symineton. No, sir. The chairman asked that we explain the 
fact that we lost $10,900,000 on tin in 1950, but made $24,000,000 in 
the fiscal year 1951. The answer to that is that we were buying tin 
in a rising tin market. Of course, when we price inventory, we price 
it against the world price. The RFC has done a fine job on the whole 
tin picture. It isa finish fight with respect to whether we get a fair 
price for tin or not. 

Chairman McKetxiar. Under the circumstances, if you break even, 
you are doing well. 

Mr. Symineron. We are doing better than that. 

Chairman McKetiar. That is wonderful. 

Mr. Symineron. Mr. Chairman, may I now switch to—— 

Senator Wuerry. Before you leave that, what Government agency 
decided not to buy tin in the open market? What policy is that? 

Mr. Symineton. The policy was an RFC policy, last spring. 

Senator Wuerry. That broke the price? 

Mr. Symincron. It was done upon the recommendation of the Senate 
Preparedness Subcommittee, who analyzed it and made their classic 
report on the whole tin picture. At that time I was Chairman of 
the National Security Resources Board, and suggested the recom- 
mendation of that committee be followed. Their recommendation 
was to stop buying tin until the price was fair. 


WORLD METAL CARTELS 


Senator Fereuson. How many monopolies do we have in the world 
controlling metals other than tin? What is controlled in the world? 

Mr. Symineron. I would rather look that up before answering. 

Senator Frreuson. Would you do that? May we have it put in 
the record because I would like to have the facts in the record here. 

Mr. Symrinoron. Yes, sir. 

(The information referred to is as follows :) 


Whether a monopoly exists in a given commodity in world trade can be estab- 
lished only after extensive study of ownership, sources of supply, working 
agreements, and other relevant matters. After much consideration it is 
not believed appropriate for the RFC to express an opinion on this matter at 
this time. 
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RFC LENDING POLICY 


Mr. Symrneron. I would like to proceed to the lending of funds. 
Sihce 1934, when direct lending authority to business enterprises was 
granted, the RFC has authorized 62 .154 business loans in the amount 
of $4,900,000,000. Bank participation in 25,925 of these loans aggre- 
gated an additional $538,000,000. 

Presently there are 11,493 loans and commitments outstanding in 
the amount of $696,000,000, with bank participation in 4,087 of these 
aggregating $48,000,000. 

Recently “REC lending policies were fully defined in a policy state- 
ment approved by the Loan Policy Board set up under the present 
reorganization of this agency. Members of this Loan Policy Board 
include the Secretar y of the T reasury and the Secretary of Commerce. 

At this point may we insert a copy of this policy statement in the 
record ? 

Chairman McKetxar. Without objection, it is so ordered. 

(The statement referred to follows :) 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C., August 7, 1951. 


Loan Agency Bulletin No, 2127 
Subject : Loan Policy Statement No. 1. 

In accordance with section 6 of Reorganization Plan No. 1 of 1951, the Loan 
Policy Board of the Reconstruction Finance Corporation, composed of the fol- 
lowing members, al! ex officio—Stuart Symington, Administrator, Reconstruc- 
tion Finance Corporation, as Chairman; Peter Bukowski, Deputy Administrator, 
Reconstruction Finance Corporation, as Vice Chairman; John W: Snyder, Secre- 
tary of the Treasury, and Charles Sawyer, Secretary of Commerce—have ap- 
proved the attached Policy Statement No. 1, establishing general policies which 
shall govern the granting and denial of applications for financial assistance by 
the Reconstruction Finance Corporation. 

Agency managers are hereby instructed to follow the policies set forth in 
such statement. 

Leo NIELSON, 
Secretary. 


RECONSTRUCTION FINANCE CORPORATION 
LOAN POLICY BOARD POLICY STATEMENT NO, 1 


The purpose of this document is to establish the principles and policies to be 
followed by the RFC in the conduct of its lending operations, including partici- 
pations in loans. 

The general policies are contained in Part I. These general policies incorpo- 
rate the statutory requirements of the RFC Act and expressions of Congressional 
intent as to the manner in which the loan operations of the Corporation should 
be conducted. In addition, there are included various standards, implementing 
the statutory provisions and the expressions of Congressional intent. 

In the pursuit of the objectives of the RFC Act, the general policies of the 
RFC shall, to the maximum extent possible, be correlated with the general pro- 
grams and policies of the Federal Government such as the present anti-inflation 
and defense-mobilization programs. Accordingly, Part II of this statement of 
loan polices prescribes additional loan standards to be followed during the 
present period of mobilization and rearmament. The standards in Part II are 
not in substitution for, but are supplemental to, the general standards embodied 
in Part I. 

These standards for loan policies are not intended to and cannot be auto- 
matically operative in each individual case. Accordingly, appropriate instruc- 
tions and interpretations will be issued from time to time to the several man- 
agers of RFC loan agencies. 
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PART I. GENERAL LOAN POLICIES 


A. General objectives 

All loans by the RFC must be of such character as to accomplish one or more 
of the stated objectives of the RFC Act; namely, to aid in financing agriculture, 
commerce, and industry, to encourage small business, to help in maintaining the 
economic stability of the country, and to assist in promoting maximum employ- 
ment and production. 


B. Specific statutory restictions 

All loans by the RFC must at all times meet the following requirements of 
the RFC Act: 

(1) That no financial assistance be extended unless the credit requested is 
not otherwise available on reasonable terms. No loan shall be made in compe- 
tion with private sources of credit. Loans shall not be made to an applicant 
where credit is available from private sources unless the terms, including the 
interest rate at which the credit is so available, are clearly unreasonable. In 
most cases, it should be insufficient to find only one commercial bank unwilling 
to grant the loan. The applicant should show why he should not dispose of a 
marketable assets in order to obtain all or any portion of the funds needed. 

(2) That all securities and obligations purchased and all loans made be of 
such sound value or so secured as reasonably to assure retirement or repayment. 

(3) That all loans made and all obligations and securities purchased, except 
those of public governmental agencies, mature in 10 years or less. 

(4) That in agreements with banks to participate in loans wherein the 
Corporation’s disbursements are deferred, the amount of the Corporation's 
participation be limited to 70 percent of the balance outstanding at the time 
of disbursement in those cases where the total amount borrowed is $100,000 
or less, and be limited to 60 percent of such amount in those cases where the 
total amount is over $100,000. 

(5) That no loan shall be made to any State, or political subdivision thereof, 
for the payment of ordinary governmental expenses as disinguished from spe- 
cific public projects. 

(6) That loans to common earriers, such as railroads and airlines, must 
meet the standards set by the regulatory agencies, specifically the Interstate 
Commerce Commission and the Civil Aeronautics Board, in addition to the 
usual standards for all RFC loans. 

(7) That loans to financial institutions must meet standards set by the 
Treasury and are subject to Treasury approval. 

(8) The objective in emergency disaster lending should be to relieve the 
hardships attendant upon such disasters. Such loans are not required to 
meet all the credit standards governing loans for normal purposes. 

(9) That no director, officer, attorney, agent, or employee of the Corpora- 
tion participate directly or indirectly in the deliberation upon or determination 
of any question affecting his personal interests. 


0. Implementation of basic statutory provisions 


In addition to meeting the general objectives and requirements of the RFC 
Act, ail loans shall be made in accordance with the following principles: 

(1) The primary consideration in determining whether to grant a loan shall 
be the interest of the general public rather than the interest of the individual 
borrower. 

(2) Loans shall not be granted which in effect would promote monopoly. 

(3) In carrying out the objectives of the RFC Act, particular consideration 
shall be given to the credit needs of small-business enterprises. 


D. Particular types of loans which do not qualify 


(1) No loans shall be made to “bail out” creditors; i.e., to pay off creditors 
who are inadequately secured or likely to sustain a loss. 

(2) No loan shall be made primarily to refinance an existing debt. 

(3) No loan shall be made for effecting a change in the ownership of a 
going business or for purchasing an interest in such business. 

(4) No loan shall be made for acquiring, constructing or improving real 
property which is to be held for investment. 

(5) No loan shall be made for speculative investments or purchases. 

(6) No loan shall be made to an eleemosynary institution. 
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(7) No loan shall be made to any newspaper, magazine, radio broadcasting 
companies, or other similar organizations. 

(8) No loan shall be made for providing capital to an enterprise engaged in 
the business of lending. 

(9) No loan shall be made for operating an establishment whose income is 
derived in whole or in part from gambling or from rental of the premises for 
gambling or from rental of the premises for gambling purposes. 

(10) No loan shall be made for operating an establishment whose income is 
derived predominately from the sale of alcoholic beverages. 


PART II, LOAN POLICY IN PRESENT EMERGENCY 


In addition to the loan policies prescribed in Part I hereof, the following 
principles shall be effective during the present period of defense mobilization 
and rearmament: 

(1) All loans by the RFC must assist, expedite, increase, or maintain the pro- 
duction of goods or services necessary to meet either military requirements or 
essential civilian requirements. 

(a) The receipt of a “certificate of necessity” for accelerated tax amorti- 
zation or the receipt of a defense contract (either a prime contract or 
subcontract) or a purchase order by the Borrower or the existence of a 
national shortage of a commodity or service or proof of a regional (normal 
market area) shortage so great that minimum needs cannot be met at 
reasonable prices may be considered as evidence that the loan is for a defense 
purpose or an essential civilian requirement. 

(b) Loans for the maintenance of existing production, processing, and 
orderly distribution of goods and services which are customarily recognized 
as necessities as distinguished from luxuries, may be considered loans for 
essential civilian requirements. 

(c) Loans for conversion to essential production may be considered in 
the interest of national defense. 

(2) In each instance it should be determined as far as possible whether 
granting a loan will or will not be inflationary. For a loan to be Considered 
noninflationary, the finding should indicate that the loan will produce either an 
increased supply of essential goods or services or the prevention of a decrease. 

Leo NIELSON, Secretary. 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, August 27, 1951. 
Memorandum to Officers; Directors of Officers; Chairman, Board of Review; 
No. 840. 
Loan Agency Bulletin No. 2134. 
Subject: Amendment No. 1 to Loan Policy Statement No. 1. 


The Loan Policy Board of the Reconstruction Finance Corporation has 
approved the following amendment to Loan Policy Statement No. 1: 


AMENDMENT NO. 1 TO LOAN POLICY STATEMENT NO, 1 


Part I—D (4) of Loan Policy Statement No. 1, issued by the Loan Policy 
Board on August 7, 1951, reading as follows: 

“(4) No loan shall be made for acquiring, constructing, or improving 

real property which is to be held for investment.” 
‘is hereby amended so as to read as follows: 

“(4) Except in the case of loans for the construction of military and 
defense housing and housing in critical areas, no loans shall be made for 
acquiring, constructing or improving real property which is to be held for 
investment.” 


Leo Nretson, Secretary. 
NEW LOAN POLICY 


Senator Wuerry. Has that policy changed from what it. formerly 
was to any great extent ? 
Mr. Symineron. Yes,it has. May I highlight some of it? 
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Under the new policy, every loan must serve the public interest as 
well as the private interest of the borrower. It can serve the pur- 
pose by helping a borrower to contribute to the defense program or to 
provide essential civilian goods or services. 

Senator Wuerry. Right at that point, and I do not want to break 
up any loan with my ulterior motive, but I was out in Detroit recently 
and I saw a lot of automobiles made there by a manufacturer that 
were not distributed. They just could not take them. I understood 
that this borrower got his money from an RFC loan. Certainly it 
was not contributing to the national defense, and it looked to me as 
if it was not doing him or his agents any good. Has that policy 
changed ¢ +, 

Mr. Symincron. Yes, sir. 

Senator Wuerry. In what respect ? 

Mr. Symineron. We would not make that loan today, sir. 

Senator Wuerry. It would not be a policy to make it the way it was 
made then ? 

Mr. Symineron. No, sir. 


LOAN REQUIREMENTS 


Senator Frravuson. Can you give us a definition of “national in- 
terest” ? 

Mr. Symineron. I think any loan, Senator, which contributes 
directly to the defense effort, or indirectly through helping the con- 
tinuance of essential civilian requirements, both are in the national 
interest. 

Senator Frrauson. You would not say a bowling alley would be? 

Mr. Syminoron. No, sir. 

Senator Ferauson. Even though it was near a plant that was near 
national defense ? 

Mr. Symrneron. No, sir. 

Senator Frercuson. You do not stretch that as far as to recreation 
for workers in national defense ¢ 

Mr. Symineron. I know of no bowling alley loans that we have 
made. I believe we have made some restaurant loans where food 
was very short. That would be all right. 

Senator Frercuson. Or recreation halls that had bowling alleys 
in them? 

Mr. Symineoron. I would like to proceed in here if I might. 

Senator Frerauson. Do you define national interest ¢ 

Mr. Symineton. We do the best we can on it, sir, on each loan. 

Senator Frrauson. In here? 

Mr. Symineron. To the best of our ability; yes, sir. 

Senator Frrauson. All right. If you define it in here, I would 
like to know what you mean by national interest. 

Mr. Symineron. If you like, I will be glad to read the whole policy 
statement. 

Senator Wuerry. Do you have the policy statement right there ? 

Mr. Symineton.: Yes, sir. 

Senator Wuerry. You are going to put it in the record? 

Mr. Symrnaton. Yes, sir. 

Chairman McKetwar. It is already in the record. 

Senator Wuerry. Fine. I was not here then. 
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(7) No loan shall be made to any newspaper, magazine, radio broadcasting 
companies, or other similar organizations. 

(8) No loan shall be made for providing capital to an enterprise engaged in 
the business of lending. 

(9) No loan shall be made for operating an establishment whose income is 
derived in whole or in part from gambling or from rental of the premises for 
gambling or from rental of the premises for gambling purposes. 

(10) No loan shall be made for operating an establishment whose income is 
derived predominately from the sale of alcoholic beverages. 


PART II. LOAN POLICY IN PRESENT EMERGENCY 


In addition to the loan policies prescribed in Part I hereof, the following 
principles shall be effective during the present period of defense mobilization 
and rearmament: 

(1) All loans by the RFC must assist, expedite, increase, or maintain the pro- 
duction of goods or services necessary to meet either military requirements or 
essential civilian requirements. 

(a) The receipt of a “certificate of necessity” for accelerated tax amorti- 
zation or the receipt of a defense contract (either a prime contract or 
subcontract) or a purchase order by the Borrower or the existence of a 
national shortage of a commodity or service or proof of a regional (normal 
market area) shortage so great that minimum needs cannot be met at 
reasonable prices may be considered as evidence that the loan is for a defense 
purpose or an essential civilian requirement. 

(b) Loans for the maintenance of existing production, processing, and 
orderly distribution of goods and services which are customarily recognized 
as necessities as distinguished from luxuries, may be considered loans for 
essential civilian requirements. 

(c) Loans for conversion to essential production may be considered in 
the interest of national defense. 

(2) In each instance it should be determined as far as possible whether 
granting a loan will or will not be inflationary. For a loan to be Considered 
noninflationary, the finding should indicate that the loan will produce either an 
increased supply of essential goods or services or the prevention of a decrease, 

Leo NIELSON, Secretary. 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, August 27, 1951. 
Memorandum to Officers; Directors of Officers; Chairman, Board of Review; 
No. 840. 
Loan Agency Bulletin No. 2134. 
Subject: Amendment No. 1 to Loan Policy Statement No. 1. 


The Loan Policy Board of the Reconstruction Finance Corporation has 
approved the following amendment to Loan Policy Statement No. 1: 


AMENDMENT NO. 1 TO LOAN POLICY STATEMENT NO. 1 


Part I—D (4) of Loan Policy Statement No. 1, issued by the Loan Policy 
Board on August 7, 1951, reading as follows: 
“(4) No loan shall be made for acquiring, constructing, or improving 
real property which is to be held for investment.” 
‘is hereby amended so as to read as follows: 

“(4) Except in the case of loans for the construction of military and 
defense housing and housing in critical areas, no loans shall be made for 
acquiring, constructing or improving real property which is to be held for 
investment.” 3 


Leo Nrerson, Secretary. 
NEW LOAN POLICY 


Senator Wuerry. Has that policy changed from what it. formerly 
was to any great extent ? 
Mr. Symineron. Yes,it has. May I highlight some of it? 
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Under the new policy, every loan must serve the public interest as 
well as the private interest of the borrower. It can serve the pur- 
pose by helping a borrower to contribute to the defense program or to 
provide essential civilian goods or services. 

Senator Wuerry. Right at that point, and I do not want to break 
up any loan with my ulterior motive, but I was out in Detroit recently 
and I saw a lot of automobiles made there by a manufacturer that 
were not distributed. They just could not take them. I understood 
that this borrower got his money from an RFC loan. Certainly it 
was not contributing to the national defense, and it looked to me as 
if it was not doing him or his agents any good. Has that policy 
changed ¢ 

Mr. Syminoron. Yes, sir. 

Senator Wuerry. In what respect ? 

Mr. Symineron. We would not make that loan today, sir. 

Senator Wuerry. It would not be a policy to make it the way it was 
made then ? 

Mr. Symincron. No, sir. 


LOAN REQUIREMENTS 


Senator Frerauson. Can you give us a definition of “national in- 
terest”? 

Mr. Symineron. I think any loan, Senator, which contributes 
directly to the defense effort, or indirectly through helping the con- 
tinuance of essential civilian requirements, both are in the national 
interest. 

Senator Frrauson. You would not say a bowling alley would be? 

Mr. Symineron. No, sir. 

Senator Fereuson. Even though it was near a plant that was near 
national defense ? 

Mr. Symrneron. No, sir. 

Senator Fereuson. You do not stretch that as far as to recreation 
for workers in national defense ? 

Mr. Symineron. I know of no bowling alley loans that we have 
made. I believe we have made some restaurant loans where food 
was very short. That would be all right. 

Senator Frercuson. Or recreation halls that had bowling alleys 
in them ? 

Mr. Symrneron. I would like to proceed in here if I might. 

Senator Frreuson. Do you define national interest ¢ 

Mr. Symineton. We do the best we can on it, sir, on each loan. 

Senator Frerauson. In here? 

Mr. Symineron. To the best of our ability; yes, sir. 

Senator Frrevson. All right. If you define it in here, I would 
like to know what you mean by national interest. 

Mr. Symineron. If you like, I will be glad to read the whole policy 
statement. 

Senator Wuerry. Do you have the policy statement right there? 

Mr. Syminaron.: Yes, sir. 

Senator Wuerry. You are going to put it in the record? 

Mr. Symineron. Yes, sir. 

Chairman McKetxar. It is already in the record. 

Senator Wuerry. Fine. 1 was not here then. 
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UNAVAILABLE BANK LOANS REQUIRED 


Mr. Syminoeron. Yes, sir. If I may highlight a little bit, RFC 
loans must conform to the anti- inflationary policies of the Govern- 
ment. To protect against an inflationary effect a loan must be used 
to produce an equiv: alent amount of goods or services. 

No loan may be made unless the applicant can show in writing 
that financing is not available from banks or other sources on reason- 
able terms. A borrower must show evidence that he has tried to get 
financing from at least three financial institutions when locally 
available. 

We want to be very sure that the RFC is not in any way competing 
with private banking. We also want to encourage bank participation 
to the greatest extent possible. 

Senator Wuerry. Is that a change in policy 

Mr. Symineron. I think there we are putting more emphasis on it 
than before. 

Senator Wierry. But that has been the policy, that the RFC was 
not competing with your banking system generally. 

Mr. Syminetron. That is right; it has tried to. 

Senator Wuerry. That makes it diflicult in a lot of respects to 
determine whether the loan is a good loan or not. 

Mr. Symineron. That is right. 

Senator Wuerry. But the idea is that the small bank cannot take 
the loan because it is limited in capital, and it has to go outside. 

Mr. Symrneron. That is right. 

Senator Wuerry. Or here in the national interest you have to have 
the goods whether you lose on the deal or not. Is that the idea of the 
thing? 

Mr. Symrneron. I think I can clarify that a little bit, if I may, sir. 

Senator Wuerry. All right. 


PROHIBITED LOANS 


Mr. Symrneron. No loans may be made to bail out other creditors. 

No loans may be made to luxury hotels or to places deriving their 
principal income from the sale of intoxicating liquors. 

No loans may be made to gambling establishments. 

Other highlights of changes made since May 7 follow: 

We have instituted a policy of full disclosure on RFC loans. It 
is our conviction that where the taxpayers’ money is being loaned, 
the taxpayers have a right to know the facts. 


REGISTRATION OF AGENTS 


Anybody representing a would-be borrower must register to that 
effect. 

Sales of securities or property held by the Corporation from now 
on are to be made on a competitive bidding basis, by sealed bids or at 
auctions, depending upon the type of collateral. 

Senator Frreuson. Could I go back to one statement? “Anybody 
representing a would-be borrower must register to that effect.” 

What do you require them to do, any agent of a borrower, a lawyer 
would have to register ? 
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Mr. Symineron. Yes, sir. He comes in and signs a book and states 
that he is representing that company in question. 

Senator Frreuson. And does he state his fee? 

Mr. Symineron. Yes, sir; that is part of the loan agreement. 

Senator Fereuson. So you make him disclose that ? 

Mr. Symrneron. Yes, sir. 

Senator Wuerry. What about a representative of a legislative 
branch of the Government. If you go down there with a constituent, 
is he required to register? 

Mr. Symineron. No, sir. I do not feel he should be. 

Senator ELttenper. He should. 

Senator Frreuson. If he writes a letter in behalf of a firm that 
wants a loan, call it to your attention, would he be listed as an agent ? 

Mr. Symrneton. No, sir. 

Senator Corvon. The letter would be a part of that loan file. I 
think it should. 

Mr. Symineron. Yes, sir. 

Senator Frrcuson. Yes; of course. But this is a registration. 
Suppose a man is a director of the company, does he register Y 

Mr. Syminaton. The officers have not been required to register, but 
we have just instituted plans to require even oflicers and directors to 
register. In other words, we want to get the truth on the table. 

Chairman McKetiar. That was a good plan. Make them all reg- 
ister. I think the best way is to be absolutely fair and square all 
along the line, and I know this man is that way. 

Mr. SyminGron. Thank you, sir. 

Senator Frrauson. You want to be able to disclose to the public 
all commissions paid as far as you can ascertain them / 

Mr. Symineron. Without any reservation of any kind whatever. 

Senator Wuerry. You want to know if a would-be borrower comes 
down there, who he is, and you want his name, and whether he gets a 
commission or not. It is important that you have his name in your file. 

Mr. Symineron. That is correct. 


AGENT FEES 


Chairman McKetnar. Do you get the amount of his fee or com- 
pensation, that is, the percentage, or how does that work ? 

Mr. Syminoron. He has to file the fee. If I may illustrate the 
situation—— 

Chairman McKeiar. I would be glad to have you do so. 

Mr. Symrineron. There was a company that came up yesterday in 
a loan meeting. The loan was approved some time back for $1,800,000. 
All of that has been disbursed but $26,000. In the meantime we found 
out a fee was not disclosed to one who had become sort of famous, 
and therefore we immediately stopped payment on that $26,000. What 
we intend to do is sever relations with companies that do not observe 
our rules and regulations. 

Senator Fereuson. Have you any limitation on fee? 

Mr. Syminoron. If a fee looks out of proportion, we do not allow it. 
There has been a trick in this. Fees have been agreed to in the back- 
ground, but paid on the basis of declaring a relatively small fee and 
then making some kind of a long-term contract, for example, for tax 
work. We are doing the best we can to clear that situation up. 
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Senator Frercuson. Is there not also a move to go in as a director or 
officer and get the fee on the salary basis? 

Mr. Symrneron. I do not know of cases of that character, but I will 
investigate it and put it in the record. 

(The information referred to is as follows :) 

It has been the practice of RFC to require concerns applying for loans exceed- 
ing $100,000 to furnish a schedule showing the amount of compensation paid to all 
officials and directors. A schedule is also required showing the amount of com- 
pensation paid to all employees receiving compensation at a rate in excess 
of $7,500 per annum. Attorneys or firms of attorneys on a regular retainer or 
salary basis are required to be included. In the case of corporations, a schedule 
is also required showing all stockholders having an interest of 10 percent or 
more in the applicant’s business. Applicants applying for loans not in excess 
of $100,000 are required to furnish the same schedules except that such appli- 
eants are required to include all employees receiving compens@tion at an annual 
rate in excess of $5,000. 

With this information, no representative can be employed subsegently as a 
director or officer and get a fee on a salary basis without violating the loan con- 
tract. 

With respect to fees paid to representatives, instructions have recently been 
extended to require the reporting of all fees paid by applicants irrespective of 
the amount of the fee or the amount of the loan. 


BANK PARTICIPATING LOANS 


Senator WHerry. What about creditor banks, washing out loans? 
Are you having any difficulty of that kind now? 
Mr. Syminoron. We have a rule that we do not make loans to bail 
out. 
Senator Wuerry. Will they be required to register? 
Mr. Symineron. The full details of the loan. I think I can answer 
some of these questions if I can go ahead. 
Senator Corpon. I have one question before you go ahead on a 
matter that you substantially covered, I think. 
You still require participation of local lending agencies jhnww it 
is possible ¢ 
Mr. Symrnoton. You mean banks? 
Senator Corpon. Yes. 
Mr. Symrneron. We try very hard to get the bank to take part of 
the loan, because that gives us a grass- root position on the loan. 
Senator Corpon. Have you emphasized that to a greater extent 
than had the predecessors in the RFC? 
Mr. Symincron. Frankly, sir, I could not answer that. I know it 
is now part of our policy. 
Senator Corpon. Is the servicing of the loan the obligation of the 
participating local lending agency rather than the RFC? 
Mr. Symineoton. If the bank participates, they at times can service 
the loan or we at times can service the loan. It will depend on the 
nature of the negotiation. 
Chairman McKerar. All right, sir, you can go ahead with your 
statement. 


APPROVAL OF LOANS IN WASHINGTON OFFICE 


Mr. Symincton. In order to assure uniformity of loan policy, all 
loan authorizations except certain disaster loans must be approve 
in the Washington office. 
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This withdrawing of loan-making authority from our field offices, 
however, does not diminish in any way the responsibility or workload 
of those offices. 

Under this new procedure, the loan application receives the same 
consideration and entails the same amount of work in the field as 
before. Field loan examiners make the initial credit investigations 
and prepare recommendations on the application. Their report is then 
reviewed by the agency committee consisting of a senior loan examiner, 
the assistant manager, and the agency manager. 

It is then forwarded to the Washington office with the agency rec- 
ommendation. We have to rely on the field offices to receive loan 
applications, to analyze the loans, and then to service them after the 
loan is made. 

In work of this kind there is just no substitute for the judgment 
of the man on the spot who can have first-hand contact with the 
borrower. 

Loans under $100,000, numbeiwise, constitute over 90 percent of 
the Corporation’s business loan authorizations. 

Senator Maynank. The total number of loans is 90 percent, but what 
is the amount of money / 

Mr. Symineron. I would say, sir, as a guess, it is 50-50. I would 
like to check that. 

Senator Wuerry. Fifty-fifty ’ 

Mr. Symineton. I think Mr. Wilson could probably answer that 
question better than I could. 

Senator WuHerry. Supposing we get it for the record and supply it. 
(The information.referred to is as follows :) 


Reconstruction Finance Corporation, outstanding business loans, June 30, 1951 


{Dollar figures are in thousands] 


Outstanding 


| 

9 ; = 
Size of outstanding balance | 
| 


, at inde RFC eree 
Number | Percent amount | Percent 
$$$ | — PERE eee pe Es 
Under $100,000 Keene in aleken -.--| 10,403 | 94.6 | $191,539| 35.4 
$100,000 and over..............-..- wien x alee eatin cic | 597} 5.4] 350,181} 64.6 
WAS pu ses sae sndomldaiien wenabndupabiade ues ie: 36,000 | me9 | 541,720] 100.0 


SMALL-BUSINESS LOANS 


Senator Maypank. Today you are making more small loans in 
comparison with what you made last year; is that correct ? 

Mr. Symineron. Yes, sir. 

Senator Mayspank. Senator Wherry brought out the question of 
the Kaiser-Frazer loan and so forth, which are gigantic loans which 
we happened to see in the Banking and Currency Committee. 

Senator Wuerry. We have had several complaints in our office 
relative to small-business loans. There is no place to get a small- 
business loan today. 

Does this indicate you are taking care of an amount of small-busi- 
ness loans ¢ 

Mr. Symrinoeton. We are trying to. Fifty percent of the corpora- 
tions in the United States employ five people or less. 72 percent em- 
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ploy 20 people or less, and in any conversion period those. are the 
corporations, especially when materials become short, which get hurt 
the most. We aes a special] Small Business Division which, inci- 
dentally, has impressed me with its efficiency. 

Senator Wuerry. How do they operate in Nebraska? How does 
that Small Business Committee staff of yours operate in Nebraska? 
Do they go rirht through the local agencies ! 

Mr, SyMrxG on. Yes. 


LOAN PROCEDURE 


Senator Wuerry. How do they operate in any State? Not only 
Nebraska. How do they get in contact? How does a small-business 
man get a loan? Say he is out in Podunk where I live and he runs 
up against a shortage of materials and his loan gets beyond what 
the bank will finance. Cattle feeders today are having a difficult time 
getting the money because the money it takes to feed 50 steers a small 
State bank cannot loan, it is beyond their reserve. 

How can he get the money ¢ 

Mr. Symrneton. He goes to the RFC in Omaha and states his 
position. In Omaha a loan examiner and the agency manager look 
at his request. Out there we have an advisory committee of citi- 
zens. We try to pick the best bankers and others in the community. 
Some on that advisory committee look at any application of $100,000 
or over. 

Then their recommendation is sent to us for review. Even if it is 
declined it must be sent to us for review. 

Senator Wuerry. That is just the same as it has been ? 

Mr. Symineron. Yes. 

Senator Wuerry. Is there any increased activity to help these 
small-business people out? That is the way we have operated. We 
go to Omaha. Is that the only place we can go in Nebraska? It is 
500 miles long. ; 

Mr. Symrineron. That is the only place. 

Senator Wuerry. That is the only place? 

Mr. Symineron. Yes. May I proceed, Mr. Chairman ?/ 

Chairman McKetuar. Proceed. 


DEFENSE LOANS 


Mr. Symrneron. In addition to loans under section 4 (a), an Exec- 
utive order has now transferred to RFC the responsibility for deter- 
mining the terms and conditions of loans made under section 302 of 
the Defense Production Act. In the past RFC has served as fiscal 
agent only for the Defense Production Administration. 

In the cases of loans for such purposes as expansion or develop- 
ment under the provisions of the Defense Production Act, certificates 
of essentiality from DPA, or the Department of Agriculture, will be 
necessary. 

Steps are now being taken to insure that these loans will be handled 
efficiently.. There will be no loose lending practices in the name of 
national defense. 
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DISASTER LOANS 


The RFC also makes loans to persons or enterprises which have 
suffered from a major disaster. To date we have made over 27,000 
such loans, totaling $69 million—1,700 loans and commitments total- 
ing $10 million are outstanding. 

Senator Wuerry. Would a farmer who has lost his home, barn, 
and crops be entitled to one of those loans? 

Mr. Symineron. No, sir; because we do not handle agriculture. 
But if he had a business he would. 

Senator Wuerry. For instance, in Manhattan, Kans., where all 
those merchants were flooded, they could come in and get a loan 
today ? 

Mr. Symineron. Yes. 

Senator Wuerry. Do they have to have security ? 

Mr. Symineron. No. 

Senator Wuerry. Is that purely a disaster loan ? 

Mr. Symineron. Yes. 

Senator Fercuson. That is on a different basis than normal bus- 
iness ¢ 

Mr. SyminetoN. That is correct. The RFC is playing an impor- 
tant role in the present flood disaster in the Midwest. As of the Ist 
of September we had received 1,175 applications for disaster loans, 
totaling $16,870,000. 


LOAN REVIEW BOARD 


In the RFC is a final Board of Review consisting of the Corpora- 
tion’s five probably most experienced loan examiners. It is a signifi- 

sant fact that not one loan approved by this Board of Review has 
been the subject of criticism in the recent congressional investigation 
of this agency. 

Every loan criticized was approved by the RFC Board of Direc- 
tors against the recommendation of its own Review Board. 

Under the reorganized set-up, the Administrator does not under- 
take to reverse the recommendations of the RFC’s Board of Review, 
without giving his reasons in writing. 

Senator Maysanx. That is given to the public, too? 

Mr. Syminaron. Yes. 

Senator Wuerry. Does that include some member from the local 
bank ¢ 

Mr. Syminton, No, sir. 

Senator Wrerry. Say such as Omaha? 

Mr. Symineron. Can I explain that! 

Senator Wuerry. Certainly. 


LOCAL ADVISORY COMMITTEE 


Mr. Syminoron. In Omaha we have an examiner who goes on a 
vase, then we have an agency manager. They analyze the case. They 
have a local advisory committee consisting of leading citizens in the 
town, presumably. I know they are in St. - Louis. They have a large 
committee, so they can choose from it, putting a few men on a cer- 
tain loan, others on another, Then the recommendation is sent in. 

Senator Wiuerry. Sent in here? 
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Mr. Symineron. Yes, sir; to the review board here. 

First, it comes to the examiner here. The examiner analyzes it 
and gets the facts and then it is submitted to the review board here. 

Then I have a meeting once a week where the review board pre- 
sents its recommendations, declining or approving that loan. 


REFUSAL OF LOANS BY RFC ADMINISTRATOR 


Senator Ferguson. Have you reversed the review board on any 
cases ¢ 

Mr. Symineron. Yes, sir; we have; probably six or seven times. 
Most of those loans were small. In each case we have given our 
position in writing. 

Senator Ferguson. Senator Maybank stated that your reasons are 
made public. 

Mr. Symincron. Well, the reasons are formally put in the minutes 
of the RFC, available at any time to anybody who wanted to see them. 

Senator Frreuson. A Congressman or Senator might see it? 

Mr. Symineron. Yes. 

Senator Maypank. Previously they put nothing down. The Bank- 
ing and Currency Subcommittee under Senator F ulbright did not 
criticize a single one of the loans which the review board had ap- 
proved, not one. 

Chairman McKetrar. Until you went in, it was not done? 

Mr. Symineron. No, sir. 

Senator Wuerry. In the case of these reversals were they all to 
grant the loan, or to turn some of them down 4 

Mr. Symincron. I am not a banker, and have never reversed the 
review board. My Deputy Administrator who conducts the meet- 
ings when I am not there, is a banker, the president of a fine Chicago 
bank. He is here. It is not quite fair to say that in each of ‘these 
cases we reversed the review board because in some cases we suggested 
new stipulations, and the review board agreed. 

For the record, I would like to ask Mr. Bukowski, our Deputy 
Administrator, to dwell on the subject we are discussing. 

Senator Wuerry. Mine is a different question than that. It is 
all right to have him discuss it. My question was this: In a case 
where the review board was overridden, or where you reversed them, 
were the loans turned down or were the loans granted ? 

Mr. Symineron. I think in two cases the loans were turned down; 
in the other cases the loans were granted, 

What I would like to do, as long as we are operating as much as 
we can in a gold-fish bow], is to submit for the record the complete 
details of all loans where we have had any difference with the review 
board. 

Would that be in order, sir? 

Chairman McKutiar. They are open to Congressmen and Senators 

Mr. Symineron. Everything is open; yes, sir. 

Mr. Chairman, I would like to make this point. Inasmuch as 
a man does not want an RFC loan unless in his community the banks 
cannot take it, we do not give information with respect to a loan 
declined, because it would be putting your foot on the face of a man 
trying to get out of the water. Except for that, any and all infor- 
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mation of any character whatever with respect to these loans is 
available to anybody who wants to see it. 

Senator Wuerry. What is the procedure of a small-business man 
whose loan has finally been turned down by the review board ? 

Is there any further appeal ? 

Mr. Symrneron. Yes, sir; he can appeal to me. 

Senator Wuerry. He can appeal to you personally ? 

Mr. Symrneron. Yes. 

Senator Wuerry. That is the final procedure ? 

Mr. Symineron. Yes, sir; and if I reverse, I have to so state in 
writing; and by Executive order that becomes an official part of the 

record of the RFC. At any time we shall be glad to present that 
record to any Member of the Congr ess. 

Senator Wuerry. No one in the local community is a member of 
the review board up here? 

Mr. Symineron. No, sir. The men here are professional lending 
men. If I may say so, e especially i in view of this extraordinary ree ord, 
they are the best lending people in the Government. 

Senator Wuerry. Go ahead. 
Mr. Syminoton. I think I would rather put it in the record now. 
(The information referred to is as follows :) 


Schedule of loans approved or declined by the Administrator or Deputy Administrator 
wherein the board of review has recommended otherwise 


1 











Applied | Recommenda- Action of ba 
Name of borrower "for tion of board | Deputy | Date of action 
ofreview | Administrator | 
cs ae = ee ——_——-- | — —_—— —— eee - EERE 
| 
Joseph B. Brasch, d. b. a. J. A. Brasch Ma- $50, 000 | Decline.____.- | Approved ! Aug. 2,1951 
sonry Co., Spokane, Wash. | 
The Contracting Co., Salt Lake City, Utah DNR LD vate ckseswes Approved. __. | Aug. 6,1951 
Walter A. Crow, d. b. a. Crow Roofing & 5,000 | Decline.......| Approved for | July 23,1951 
Sheet Metal Works, Seattle, Wash. | $3,000. ad 
Thomas A. Giblin, d. b. a. Giblin Motors, | 2, 500 |.....do.........| Approved... | Aug. 2, 1951 
Los Angeles, Calif. | | | 
1f31, | | 
F. J. McCarthy, Inc., Cadillac, Mich......../{"1; 790} Sopt| (0.------------| (@------------- | Aug. 20, 1951 
we } 
Mrs. W. C. Reynolds, d. b. a. W. C. Rey- 18,000 | Decline.......| Approved for Sept. 4, 1951 
nolds Co. and Cordele Mill & Elevator Co., | | $15,560. 
Cordele, Ga. , ; 
Teen a> : a : | 350, 000 | J ior .-| Declined_....-. | Aug. 6,1951 
Tyson Bearing Corp., Massillon, Ohio. -__.-- | 350,000 |... a 7] Approved... | Aug. 20.1981 
r, anki i alee 100, 000 |.....do ...| Deelined_.....| Aug. 6, 1951 
Wardrup Packing Co., Inc., Blackey, eon 100,000 |... do “777| Approved...._| Sept. 4.1951 





! Application unanimously ted by loan agency and by the Office of Small Business. In addition 
to conditions recommended by agency and Office of Small Business, De sputy Administrator 1equired mort- 
gage on residence. 

? Board of review recommended loan of $10,000 on same conditions as approved except required pledge 
of receivables. 

Ss RFC, 


4 Board of review recommended that $860,000 be made available under RFC authority and that $130,000 
be provided by DPA 

5 Loan of $990,000 approved, represented by note for $290.000 (with $50,000 bank participation) maturing 
in 5 years and note for $700,000 maturing in 8 months, the latter note to be guaranteed by the Department of 
the Army for 70 percent. 

‘DPA, 


The Deputy Administrator's reasons for granting or denying the financial 
assistance involved are set forth in the following memoranda : 


Aveust 2, 1951. 
Memorandum: re Joseph B. Brasch, doing business as J. A. Brasch Masonry 
Co., Spokane, Wash., LBE-AGY-—D—1795—$50,000. 
The captioned application unanimously approved in the agency and by the 
Office of Small Business was recommended for decline by the Board of Review 


88249—51——41 
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because it believed the collateral is inadequate, debts disproportionate to net 
worth and repayment from earnings is not assured. 

farned estimates of $62,500 under the subcontract to be assigned would seem 
to afford reasonable protection; however, I believe that by requiring the appli- 
cant to give us a mortgage on his home (listed in his financial statement at 
$22,500) the collateral would be sufficiently strengthened to justify the required 
loan. 

While the debt structure is somewhat top-heavy, it would not seem to be of 
sufficient consequence to provide an adverse credit factor for the short period of 
time (6 months) the loan has been requested, and this would not, in my opinion, 
be a compelling reason for declining the application. 

Admittedly, earnings have not been too impressive, but it will be noted that 
the ability and normal payment record of the applicant is good and that no 
advances will be made under the RFC loan until earned estimates are available 
which, together with the protection offered by the prime contractor’s bond, offer 
reasonable assurance that the loan will be paid regardless of earnings. 

For the foregoing reasons, I have approved the loan as favorably recom- 
mended with the added condition that a lien on the applicant’s home, satisfac- 
tory to the agency manager, be obtained as additional collateral. 

Perer I. BuKOWSKI, 
Deputy Administrator. 


Aveust 6, 1951. 
Memorandum re the Contracting Corp., Salt Lake City, Utah, LBE-628-AGY— 
$10,000 

The captioned application was unanimously recommended for approval in the 
agency and by the Office of Small Business but concurred in by the Board of 
Review subfect to a pledge of additional collateral consisting of recei\ ables in an 
amount not less than the amount owing on the loan with right of substitution. 

It is my considered opinion that the handling of the receivables would prove 
to be impracticable and uneconomical over the 3-year period of the loan, and 
I am inclined to believe that the machinery and equipment offered by the appli- 
cant constitutes reasonably adequate security. Aside from this, the information 
reported by the agency leads to the belief that the loan can and will be paid out 
of earnings. 

For the foregoing reasons, it would seem that a pledge of receivables might 
well be waived and, accordinely, I have approved the loan in concurrénce With 
the recommendation of the Office of Small Business. 

Peter I. BuKOWSKI, 

Deputy Administrator, 


JULY 23, 1951. 
Memorandum re Walter A. Crow, doing business as Crow Rooting & Sheet Metal 
Works, Seattle, Wash., LBE-1093—-AGY-$5,000, 

The captioned application was unanimously recommended for approval of a 
loan in the amount of $3,000 by the Seattle agency and coneurred in by the 
Office of Small Business. The Board of Review recommended decline because 
of insuflicient collateral and lack of assurance of payment of the loan from 
earnings. 

In my opinion, the collateral offered, appraised at $4,700 and assigned a 
liquidating value of $3,100, represents reasonably adequate security and it 
would appear that the applicant’s anticipated increased volume of business 
should be sufficiently profitable to retire.the loan in an orderly manner. 

The applicant seems to be, well qualified to manage the business he is con- 
ducting and the services rendered are deemed to meet not only essential civilian 
requirements, but, to some extent, military requirements. 

It is believed that the loan, as favorably recommended, is in keeping with 
RFC’s business-loan authority and the Corporation's objective to provide needed 
financial assistance to a small-business enterprise engaged in providing essential 
service to the public. 

For the foregoing reasons, I have approved the loan for $3,000 in concurrence 
with the agency and the Office of Small Business. 

Peter I. BuKowSKI, 
Deputy Administrator. 
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AvecusT 2, 1951. 
Memorandum re Los Angeles Agency, Thomas A. Giblin, doing business as 

Giblin Motors, Los Angeles, Calif. AGY-LBE-G1-69-$2,500. 

In considering the captioned application, I am not inclined to agree with the 
agency and the Board of Review that the requested loan would not be in the 
public interest. 

As I see it, the applicant is performing a useful and essential service through 
the reconditioning of used cars to provide low cost, dependable transportation. 
This is a small business requiring financial assistance not otherwise obtain- 
able to continue operation and, in my opinion, an RFC loan is justilied from a 
public interest and credit standpoint. 

For the foregoing reasons, I have approved the loan in concurrence with the 
recommendation of the Oflice of Small Business. 

Peter I, BuKOWSKI, 

Deputy Administrator. 


Aveust 20, 1951. 
Memorandum for the files: Re F. J. McCarthy, Inc., Cadillac, Mich. 

On June 29, 1951, this company applied for a loan of $1,200,000 under section 
4 (a) of the RFC Act and for $130,000 to construct a new building ($60,000) and 
purchase machinery and equipment ($70,000) under the Defense Production Act 
of 1950. The Detroit loan agency, and the Board of Review recommended that 
$860,000 be made available under RFC authority and that $130,000 be provided 
by DPA. The Washington examiner recommended that both the $860,000 and 
the $130,000 be made available to the company under section 4 (a) of the RIC Act. 

Seven hundred thousand dollars of the $860,000 is to be used to finance an 
Ordnance Department contract amounting to $2,796,000 for tank suspension units 
and is to mature in 8 months. The agency, Washington examiner, and Board of 
Review recommended imposing a condition requiring a 90-percent guaranty by 
the Department of the Army. in considering these applications today subscantial 
weight was given to the urgency for the units to be supplied by this company. 
They are needed for replacements on tanks now operating in the field. It was 
felt that the security offered other than assignment of the Ordnance Department 
contract, Which had been appraised at $498,000 by our agency appraisers, would 
so secure a loan of $290,000 as to reasonably assure repayment, which is the 
amount over and above the $700,000 required as working capital to process the 
Ordnance contract. 

With respect to the guaranty by the Department of the Army, it was believed 
that the equity.in the collateral securing the $290,000 loan, which is cross-pledged 
on the $700,000 portion of the loun, would reasonably assure repayment of the 
30-percent risk of this Corporation in the $700,000 portion of the loan inasmuch 
as the Department of the Army is willing to guarantee 70 percent of that amount. 

For the above reasons the undersigned today approved a total loan of $990,000 
to this company with a 70-percent guaranty by the Department of the Army on 
$700,000 thereof, subject to terms and conditions to be prepared by the Board of 
Review. 

Perer I. BUKOWSKI, 
Acting Administrator. 


SEPTEMBER 4, 1951. ; 
Memorandum: Re Mrs. W. C. Reynolds, doing business as W. C. Reynolds Co. 
and Cordele Mill & Elevator Co., Cordele, Ga. Agency No. R-LBE-—100,577 

AG \Y—S15,560. 

The captioned application was unanimously recommended for approval by the 
agency and the Office of Small Business but decline was recommended by the 
board of eview because repayment from earnings is not assured. 

Admittediy, earnings for the past 344 vears have not been satisfactory but it 
in the consensus of opinion of agency’s personnel acting, and the pvesident of 
applicant’s bank of deposit that, with new management and the liquidation of 
the whoiesaie grocery business, a profitable operation will result. 

It is my opinion that the questionable earnings aspect is more than compen- 
sated for by the strong public interest factor. There is a definite need for appli- 
cant’s facilities to serve the farmers of 5 counties. This rural area is in a period 
of transition from cash crops to permanent pasture for livestock and the result 
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is an increase in the demand for manufactured or supplemental feed. Discon- 
tinuance of applicant’s business would have a retarding effect upon the area’s 
economic progress. 

The collateral is ample to secure the loan and I feel that the applicant should 
be given the benefit of the doubt, with respect to earnings, in view of the strong 
local public interest. 

For the foregoing reasons, I have approved the loan in concurrence with the 
agency and the Office of Sinall Business. : 

Prrter I. BUKOWSRI, 
Deputy Administrator, 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, August 6, 1951. 
Memorandum for the files. 
Subject : Tyson Bearing Corp., Massillon, Ohio. 


At the time the Defense Production Administration certified to the RFC, as 
fiscal agent, approval of a loan to the subject applicant in the amount of $1,275,- 
000, it imposed a condition requiring injection of $350,000 working capital from 
outside sources. 

According to the report of the Washington examiner, it was clearly understood 
by the officials of the Defense Production Administration and the National 
Production Authority that this would be additional equity capital available to 
the borrower from sources other than the Government. If RFC shou'd grant a 
loan of $350,000 in order to enable the borrower to qualify for the DPA loan 
it will be putting additional Government money into the borrower over and 
above the DPA funds under circumstances where the DPA felt that the Govern- 
ment should commit its $1,275,000 only if the borrower, or its principals, also 
took additional risks by obtaining money from outside sources. 

Under the law and regulations, RFC had to examine the DPA loan in the 
first instance to determine whether the funds or any part of the funds for the 
loan were available under section 4a. The RFC had to certify that that could 
not be done before DPA could certify the DPA loan. The granting of a loan 
for $350,000 by RFC would require a reconsideration of the entire DPA loan. 

In addition, the debtor has an unfavorable earnings record and two of its 
present loans with the RFC are in default. Under such circumstances, RFC 
should not commit further funds to this borrower. 

For the reasons hereinabove set forth the undersigned does not concur in the 
recommendation of the board of review but concurs with the recommendation 
of the Washington examiner. 7 

The application is, therefore, declined. 

Peter I. BuKoWwsKI, 
Deputy Administrator. 


Avcust 20, 1951. 
Memorandum for the files: re Tyson Bearing Corp., Masillon, Ohio. 


Subsequent to my memorandum for the files of August 6, 1951, wherein it was 
stated that representatives of the subject corporation had indicated to officers 
of the Defense Production Administration and the National Production Author- 
ity they could obtain the $350,000 required for working capital from sources other 
than the Government, the matter has been discussed with Mr. H. I. Lewis, presi- 
dent of Tyson Bearing Corp. 

He has advised that no representations have been made to Defense Production 
Administration or National Production Authority, other than those contained 
in his letter of March 14, 1951, addressed to National Production Authority which 
were to the effect that “Tyson will endeavor to obtain the necessary working 
capital from other sources.” In substantiation of this Mr. Harvey M. Harper, 
Director, Loan Division, Facilities and Construction Bureau, National Produc- 
tion Authority, on August 8, 1951, addressed a letter to Mr. C. Y. Dodds, Mana- 
ger, Office of Loans, Reconstruction Finance Corporation, reading in part, as 
follows: ‘There were no assurances made to us at any time in letter or verbally 
by the applicant that private financing had been arranged.” 

In view of the above representations and assurances, it appears the state- 
ment relative to availability of outside financing as made in my memorandum of 
August 6, 1951, was in error. 
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Furthermore, since my memorandum of August 6, 1951, I have discussed in 
considerable detail with President Lewis of the Company, at which discussion 
Chairman Luce of our Board of Review was present, Tyson’s financial condition, 
operating record, methods of operation, products now produced and those to 
be manufactured in connection with the national defense program. The pros- 
pects of the company were also discussed at some length. Consideration was 
given to the advisability of making available to the Government another source 
to supply ball bearings. Timken and Bower are predominant in the field, the 
former enjoying a lion's share of the business. It was felt Tyson’s operation 
would stimulate competition thus lessening any possible trend toward monopoly. 

For the reasons above stated the undersigned is concurring with the Board of 
Review and approving a working capital loan of $350,000. 


Perer I. Bukowski, Acting Administrator. 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, August 6, 1951. 
Memorandum for the files. 
Subject: Wardrup Packing Co., Inc., Blackey, Ky. 
According to the Agency report, this loan is to provide funds for working 
eapital and additional facilities for the applicant’s meat packing plant. 
No evidence has been submitted that there is a national shortage of meat 
processing plants or that a regienal shortage exists in this particular case, 
No evidence has been shown that in the event the additional facilities are 
not constructed the working capital portion of the loan is necessary. 
Under such circumstances, the loan would be inflationary and would violate 
the provisions of Loan Policy Bulletin 2101. 
For these reasons, the undersigned does not concur with the recommendation of 
the Board of Review. 
The application is, therefore, declined. 
Peter I. Bukowsk1, Deputy Administrator. 


RFC LOAN PROCEDURE 


Senator Wuerry. Have you yourself ever granted an appeal from 
the Review Board that has been reversed ? 

Mr. Symineron. No, sir. 

Senator Wuerry. In other words, that is really the final action? 

Mr. Symrneron. Yes, sir. 

Senator Wuerry. When they get up there and the Review Board 
makes its determination, that is about it? 

Mr. Symineron. Mr. Bukowski has had more banking experience 
than I have had. On any reversal he has made I stand behind him 
100 percent. 

Senator Wuerry. Some of these questions might be rather embry- 
onic, but, on the other hand, some of us who get ‘letter from constitu- 
ents would like to know the procedure. 

My feeling is that if you had one man from the State on these 
reviews where it is highly important, it would be pretty good, because 
you get the local background. 

Of course, that is in the file and all that, but sometimes it is very 
difficult to do it. On the other hand, possibly in the majority of 
cases maybe they would not be needed. I suppose that is true. 

But these small business people are having a pretty rough ride. 

Senator Corvon. Mr. Chairman, is this statement of Mr. Symington 
going into the record ? 

Chairman McKetuar. Yes, sir; that is going i in the record. 

Senator Corpvon. I am glad that it is. There is a statement in it 


that in my humble opinion is founded on pure logic in justification 
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of the continuance of the RFC, and I would like to have it in the 
record. 

Mr. Symtneton. Thank you, Senator. 

May I proceed. Mr. Chairman? 

Chairman McKeiiar. Yes, sir: go ahead. 

Senator Wnerry. Except this: I would like very much to drive 
that point home on the Review Board. 

Mr. Symrneron. Senator, I am thinking about it as you talk, 
and T would like to analyze it, and send you a letter if I may, and 
make it a part of the record. 

Senator Wuerry. I would like you to do that because I am very 
much interested. 

Chairman McKetuiar. Without objection, that may be done. 

(The information referred to is as follows:) 

Hon. KENNETH S. WHERRY, 
United States Senate, Washington, D. C. 


Dear SENATOR WHERRY: During my testimony before the Senate Appropria- 
tions Committee you requested I send you a letter to be made a part of the record 
regarding the inclusion of representation of each State in the final review of loan 
applications. 

The RFC Board of Review consists of five experienced lending experts who 
review all loan applications to determine that our policy is consistently carried 
out: and that the provisions of the RFC Act are complied with. 

RFC has local offices in 27 States. At these points all applications receive full 
consideration of local conditions by examiners who are familiar with the terri- 
tory. 

In addition, on all loans over $100,000, an agency review committee, consisting 
of local bankers and businessmen, give their opinions and recommendations con- 
cerning the local aspects of the loan, including community requirements. 

This system combines a practical and economical securing of facts and rec- 
ommendations at the local level, plus an over-all review in the interest of uniform 
policy. 

Sincerely yours, 
Srvuart SyMINGTON. 


INCREASE IN LOANS ANTICIPATED 


Mr. Symineton. During the current period of defense production 
the RFC will have its role in supplementing credit available from 
other sources. Experience in the last war, plus the current mobiliza- 
tion expansion, proves that guaranteed loans will meet only part of 
the credit needs of defense mobilization. 

This country is now in a period of expanding production, economy 
controls, and rising costs. Such conditions will require many busi- 
nesses to secure credit assistance, especially as the smaller businesses 
attempt to shift from peacetime products to defense items. 

Based on past experience, it is anticipated that RFC loans to in- 
dustry in the fiscal year 1952 will increase about one-third over the 
current fiscal year. 

Senator Maypank. You say it is going to increase over last year ? 

Mr. Symrneron. Yes, sir. 


HOUSE REDUCTION 


Senator Maypank. I am familiar with what the House did last 
year. I have the statement here from the House showing the amount 
of money you requested and the amount of money the House granted. 
They gave you quite a reduction. 
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Mr. Symrineron. They took about $1,300,000 from us. 

Senator MAYBANK. Can you handle all of this with that reduction ? 

Mr. Symineron. No, sir; we cannot. 

Senator Wuerry. Do you mean a third increase in number of loans, 
or a third increase in volume? 

Mr. Symineron. Number. 

Senator Wuerry. You actually have to process one-third more 
loans? That is your judgment ? 

Senator Mayank. On $1,300,000 less. 

Mr. Symineron. Many of these loans will be to relatively small 
subcontractors, typical small-business men, whose attempts to add 
their productive facilities to the defense job might otherwise be either 
hampered or terminated through lack of credit. 

In this connection RFC is specifically charged with carrying out 
the loan program for small business provided in the amendments to 
the Defense Production Act of 1950. 

May I insert in the record at this point this chart which presents 
the history of RFC loan activities ¢ 

The present position would seem comparable to that in 1941 prior 
to the major war expansion. 

(The information referred to is as follows :) 


RFC BUSINESS LOAN AUTHORIZATIONS’ 


FISCAL YEARS 1937-1952 
NUMBER NUMBER 
5000 


INVENTORY, 
MOBILIZATION LIQUIDATION 


TEXCLUDES LOAMS MADE UNDER BLANKET PARTICIPATION 
AGREEMENTS AND UNDER THE SMALL LOAN PROGRAM 





° 
1937 ‘38 ‘39 40 ‘41 ‘42 ‘43 #‘44 #+'45 #‘46 #«‘47 *#«‘48 *#«‘49 «50 ~«6'5I (‘52 
EFFECT OF RFC LOW INTEREST RATES 


Mr. Symrineron. The above summary of what the RFC is doing 
would seem to end any discussion as to its value, but there are certain 
additional factors I present for your consideration. 

In an effort to both preserve its freedom and at the same time 
maintain its high standard of living, America has now accumulated 
a staggering debt. The Government must nevertheless face up to 
all the implications of this debt, at the same time, the rise of Soviet 
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communism forces us, for security reasons, to embark on another 
vast program of mobilization expenditure. 

Nowhere in the economy is the resulting impact of these hundreds 
of billions of dollars of debt felt more heavily than in our private 
banking system and in the credit facilities that system is normally 
expected to extend. 

Some lending organizations are willing to incur risks on private 
loans, but. at interest rates far above the normal value of money. 
RFC is a great deterrent against excessive interest charges: because 
it can lend to the little-business man on reasonable terms if he has 
proper collateral. 

This I believe—that under the steady march in this country toward 
“big”—big government, big business, big taxes, America is steadily 
moving over a concentration of wealth—and a concentration of the 
power behind that wealth—which in a relatively short time may put 
us perilously close to socialism. 

As a wise man said to me years ago, the walk from trusts, cartels, 
and monopolies to socialism is just a step across the streeet. 

Almost certain progress toward that undesirable form of govern- 
ment is the elimination of the smaller-business man through the re- 
striction or withdrawal of his credit at the same time there is a con- 
tinuous increase in the size of his large creditors. 

Senator Fercuson. What is your rate of interest, if I might inquire? 

Mr. Symrneron. It is 5 percent. 

Senator Ferauson. Your rate of interest is 5 percent regardless of 
the size of the loan? 

Mr. Symrneton. That is correct, sir. 

That is what has happened in certain countries which formerly 
were considered the master prophets of the private-enterprise system. 

Senator Wuerry. I would like to ask this one question: During 
the last war we had set up what was known as the Smaller War Plants 
Corporation. You remember that; do you not? 

Mr. Symineron. Yes, sir. 


SMALLER WAR PLANTS CORPORATION 


Senator Wuerry. Has the RFC taken over the work of the Smaller 
War Plants Corporation ? 

Mr. Symrneron. No, sir; only the lending part. I do not think 
an agency which isa lending agancy can, for example, serve small cor- 
porations adequately in the getting of material. 

Senator Wuerry. Is there any other agency doing that, that is 
working hand in hand with the RFC? 

Mr. Symineoton. As far as the expediting of material is concerned, 
sir, that is a function of NPA. 

Senator Wuerry. There is no use having credit if you cannot get 
materials. 

Senator Roserrson. Mr. Chairman, if they will yield there, I will 
say that the Small Business Committee of the Senate is doing all it 
can to help small business get materials. Then in the last defense 
production bill we created a counterpart of the Smaller War Plants 
Corporation, but the President has not nominated a man to head it, 
and we cannot function under it. 
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Senator Maypank. That is the Defense Production Act that we 
passed. 

Senator Wuerry. The reason I asked the question is that I know 
that has not been set up. The answer to my question is that there is 
no agency today helping to get allocations of materials for small- 
business men except the work that the Small Business Committee is 
doing on some of these projects. 

Senator Maypnank. And the Senate Banking and Currency Com- 
mittee. We have gotten some priorities for them. 

Senator Wuerry. But there is no agency set up. 

Senator Maynanx. There is an agency in the Defense Depart- 
ment. 

Senator Wuerry. That has not been set up yet. 

Senator Sauronstaun. That is not what you have been talking 
about. In the Defense Department there is under the Secretary of 
Defense’s office an agency for small business. 

Senator Wuerry. I know that one; yes. 

Senator Maynank. They have one in the Department of Commerce. 

Mr. Symrneton. NPA has set one up. 

Senator Maypank. You are talking about a man whose nomina- 
tion has never been sent up since we passed the law. 

Chairman McKetxiar. At this time I will have to ask Senator 
Ellender to take the chair here. I have to go on the Senate floor. 
I will be right back. I do not wish to miss any of this testimony if I 
can prevent it. 

Senator Wuerry. Of course, the RFC is a lending agency. The 
procurement end is not in your line. But certainly there has to be 
an agency working hand in hand other than legislative with the RFC 
to get these procurements, because it is one thing to get credit, but it 
is another thing to get materials after you get the credit. Is that not 
correct ? 

Mr. Symrneton. I agree with that. I am sure NPA is working on 
that. 

Senator Maypank. Of course, we are in thorough accord with what 
Senator Saltonstall has said regarding what is being done in the 
armed services, but Secretary Sawyer has an agency, although there 
is nobody to tie this thing together in Washington. A name ought to 
be sent in to tie in these departments other than the Defense 
Department. 

Senator Sarronstatt. Then, Mr. Chairman, I might add also that 
there is a bill before the Senate, I think, filed by some of us on the 
Small Business Committee. 

Senator Maypank. That is right. We put it in the Defense Pro- 
duction Act. 

Senator Sarronstati. On small loans. 

Senator Maypank. Yes; we put it in the Defense Production Act, 
but the name has not yet been sent up. 

Senator Wuerry. Personally, we are all looking to RFC to get 
credit for these small-business men. The Smaller War Plants Cor- 
poration, whose work was also procurement, is out of the picture. I 
am hopeful that if this expansion of our economy continues, certainly 
we ought to have an agency that is comparable to the RFC to get the 
allocations of material and be tied together. 
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Senator Mayspank. As far as copper, steel, and things like that 
awe concerned, you cannot do anything with money unless you have 
that. 

Senator Wuerry. I am glad the chief has that in mind. I would 
like to say that I have the wholesomest respect for Stuart Symington. 
I want that to be in the record. 

Mr. Syminvron. Thank you very much, Senator. 

Senator Wuerry. I think, if given leeway, we could do some of 
these things that I think desperately needed right now for small- 
business men. 

Mr. Symineton. As the large corporations in our great industries 
continue to grow, their credit problem becomes less. 

But, as the national debt mounts under the spur of this new mobili- 
zation, the credit problem of the little-business man becomes steadily 
more acute. 

One of the real contributions which the RFC has made in the past 
few years has been its loans in the 29 States of the South, the West, 
and the Southwest. 

As is well known, these States, predominantly agricultural, have 
shown tremendous increases in industrial expansion. Our figures show 
that 70 percent of RFC’s loans in the past 314 years have gone to 
borrowers in these States. 

The reason that industries in these States have come to the RFC is 
that credit there has not been as readily available as in the old-line 
industrial centers. 

We are certain that RFC has assisted in financing the large growth 
of industrial activity im these States, and that in doing so it has filled 
an important credit gap. 


RFC INCOME STATEMENT 


Chairman McKe tar. At this point of the record there will be in- 
serted a statement of income and expenses on lending activities. 
(The statement referred to is as follows:) 


Statement of income and expenses (fiscal years ending June 30, 1950, 1951, and 1952) 
PART I—LENDING ACTIVITIES 


1950 actual | 1951 estimate | 1952 estimate 








Income: ra? 
Interest and dividends earned on loans to, and securities 
of— 
Commercial enterprises, financial institutions, politi- 
cal subdivisions of States, Territories, and home 


I Fee i Re Gh a dre Oicc ine a-texen aide aaa $33, 641,751 | $31, 963, 000 $38, 906, 000 
Foreign governments. -...............--.- cache cate 4, 181, 321 2, 753, 000 1, 100, 000 
Other U. 8S. Government agencies_................---- 15, 307, 063 SOUR O00 fc cnc cwcsa- 

Total interest and dividends__................-.---- 53, 130, 135 38, 662, 000 40, 005, 000 

Fees on loan-participation agreements._...........-- eke 1, 008, 358 699, 000 642, 000 
og ee ee ee ae ae oe eee 183, 299 225, 000 200, 000 
Income from acquired collateral, net_...........--.-.---.- 7, 666, 590 2, 271, 000 1, 920, 000 
Ce SNS Frcs ekg veld ec dsc ccs ukewn on chou duweaenseenen seen 455, 000 1, 000, 000 
Dividends received from subsidiary -.._-..-......-..--.-.-- SO OOD DOR Be ica lntrb bchvn ds ccndene ae 


Total income (statement A, pt. D-.....--..---.--------- 71, 988,382 | 42,312, 000 | 43, 768, 000 


croeeoeeerettnsaae} sriresiegrtienerecaibeen secapiaenineganints 
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Statement of income and expenses (fiscal years ending June 30, 1950, 1951, 
and 1952)—Continued 


PART I—LENDING ACTIVITIES—Continued 








Expenses: 
Interest on— 


Funds borrowed from the U. 8S. Treasury 
Funds held for U. 8. Treasury and others 
Allocated portion of administrative expenses 
Fees for servicing mortgages. .........-- 
SPEND snc dcenprakensescteens 


Total expenses before losses and charge-offs, and adjust- 


ment of valuation allowances (statement A, pt. 1) 


Loans, investments, and other receivables charged off: 


Loans and investments. 


Accounts and notes receivable..._______- oS i te Be eee wl 


SE geo andh wane. dinucdanaannnics kaken 


Total expenses, lending activities. ___. 


Net income (or loss (—)) from lending activities before | 
—13, 548, 956 ¥; 250, 80 800 12, 656, 900 


adjustment of valuation allowances. 


Increase (—) or decrease in valuation allowances: 


Allowances for losses on— 
Loans and investments. 


Accounts and notes receivable 


Deferred participations in bank ET OEE TRB 


Net adjustment of allowances. --- 


Net income (or loss (—)) from lending activities 


==} 


-| 




















1950 actual | 1951 estimate | 1952 estimate 
$22, 614,041 | $9, 850,000 $8, 500, 000 
4, 082, 612 4, 186, 000 3, 216, 000 
16,391,530 | 16, 130,000 1+, 130, 000 
584, 733 438, 000 245, 000 
7,038 30, 000 25, 000 
43, 679,954 | 30, 634,000 26, 116, 000 
41, 854, 909 4, 47,3 200 4, 995, 100 
Sr oo sc. lees ae 
41, 857, 384 e 4, 427, 200 1 4, 995, 100 
$5,587, 398 | 35, 061, 61,200 | 31,1 111, 100 





























ANALYSIS OF EARNED SURPLUS 





Surplus reserves (contingencies) : 
Balance at beginning of fiscal year - 


Increase (or decrease (—)) during period._____--___- 


Balance at end of fiscal year 


Unreserved surplus: 
Balance at beginning of fiscal year. - -- -- 
Net income for fiscal year. .-.........- 


Balance before adjustments. .--.- 
Adjustments to surplus reserves. ....... 
Adjustments mt rior years’ income _---.-. 
Dividend to U. 8. Treasury paid or aecrue od. 


Balance at end of fiscal year_____...... 


ee COE IE ib bs inn skied odie 


FEDERAL NATIONAL 











33, 755,160 | —3,083,800 | —7, 458, 225 
SR MCE. Seated bak oie cwe 5 
| 480) 234 1, 100, 000 918, 325 
33, 333, 609 | —1, 983, 800 —6, 589, 900 
~~ 19,784,653 | 5, 267,000 | 6, 117, 000 
$1,500,000 | $2,423,529} $2, 423, 529 
ae Ones do. y 
on 2,423,520 | 2, 423, 529 2, 423, 529 
_| 250,000,000 | 250,000,000 | — 250, 000, 000 
19, 784, 653 5, 267,000 | 6, 117, 000 
269, 784, 653 | 255, 267,000 | 256, 117, 000 
—923, 529 |. : 
MMM cum. it, deiyh cada 
ae —18, 674, 005 | —5, 267,000 | —6, 117, 000 
| 250, 000, 000 250, 000, 000 





250, 000, 000 











MORTGAGE ASSOCIATION 


252, 423, 529 h 252, 423, 529 





Senator Maypank. I have read ahead in your statement, and I notice 
that the income this year is over that of last year, percentagewise. 
What effect is FNMA going to have on you? 

Mr. Symineron. It was a very heavy cut in our income when it was 


taken out. 


We had about $4 million plus taken from us with FNMA, 


and it was profitable to do that operation, but in addition we have 
heavily cut what we thought was necessary to handle our agency. 
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RFC BUDGET REQUIREMENTS 


Senator Maypank. As a matter of fact, the budget you submitted 
here to the deficiency ens which you would have submitted to 
the Treasury and Post Office, had it not been in the confusion of the 
organization with the row going on here, is the minimum you think 
you can get along with, Mr. ‘Symington ? 

Mr. SymMrncTon. Yes, sir. As I pointed out, the total amount of 
money that we ask for RFC is $17,835,000. 

Actually, we are not asking for any appropriation at all. All 
that we are asking here is that you let us spend out of our earnings 
enough money to ‘let us run our shop properly. That is all we are 
requesting ; not any money. 


COMPARISON OF LENDING COSTS WITH OTHER LENDING AGENCIES 


Senator Corvon. In your statement, Mr. Symington, or otherwise, 
will you present to our committee any comparative showing indicat- 
ing the cost of administration of RFC as compared to other comparable 
lending agencies? 

Mr. Symineron. No, sir. If I did that against other Government 
agencies I might get into some arguments with respect to some of the 
other aspects ‘of the administration. 

Senator Corpon. I think even at the hazard of arguments there are 
data there that this committee ought to have. I do not like to put 
you under the gun any more than you are, but in the last analysis 
when I get down to the matter of ‘appropriating John J. Citizen’s 
dollars, it does not worry me too much where the chips fall, and we 
need that, and we also need a comparison with respect to the costs of 
making and servicing loans. 

Possibly you can get it from the General Accounting Office by 
making a special request. 

The larger of the insurance companies are in that business in the 

eal- -property division. 

Certainly there are many large private lending institutions where 
information is available. 

Senator Maypank. You have the FHA. We went into that pretty 
fully on different housing authorities when we had the hearings. 

Senator Corvon. We have done the same thing. ‘This committee 
has done the same thing with respect, for instance, to the overhead 
cost in the power field. We have comparative statements with respect 
to the administration of a public power project as against private 
power, and have it right down to the price per unit. 

Mr. Symineron. Senator Cordon, we have this procedure. I have 
been in small business and have tried to make them big businesses. 
At first if you are small business, where your credit is questionable— 
we have to make a pretty careful investigation. 

Then when you get relatively on your feet, all you have to do is call 
up the bank and tell them how much you want. They will handle 
it over the telephone. 

The analysis of credit by the very nature of our operation per loan, 
credit investigation and servicing, must be more than in a private 
institution. 








at 



































Pe te nett a nk a aa ae 


Dr a a et ee 


SUPPLEMENTAL APPROPRIATIONS FOR 1952 651 


Senator Corpon. This committee is capable of differentiating be- 
tween the two, but there could be such a spread that might seem un- 
reasonable and we might go along with the House. 

Mr. Symrinetron. I would be glad to furnish the information to 
you, sir. I would like to respectfully present that we are making 
money. 

Senator Corpon. I have no desire that such information go in the 
record, but I would like to have such data as you have on the subject. 

Senator ELtneNper. You mean as to the cost per loan ? 

Senator Corpon. Yes, sir. 

Senator Evtenper. I wonder if you could protract the cost of the 
past operations of the RFC. 

Mr. Symineton. We will try very hard, sir. 

Senator Exxenver. That will enable us to see if progress has been 
made. 

Senator Corvon. It may not be possible to get the information. If 
ou do have any sources from which it could come, I should like to 
1ave it. 

Mr. Symrncron. We will do so to the best of our abilit 

Senator SarronsraLy. We were talking with Senator Wherry and 
Senator Maybank about the Small Defense Plants Administration. 
It has been called to my attention that the House has cut out the appro- 
priation entirely of $25 million that was requested in this bill. 

I call attention to page 30 of the supplementary appropriation bill, 
subcommittte print, and also to page 46 of the House report. 


SMALLER WAR PLANTS CORPORATION BUDGET 


Now, you have mentioned on page 12 of your business-type budget 
small-business loans. Now if this Corporation is set up, that has to 
have an appropriation from the Government entirely independent 
of any activity of yours; has it not? 

Mr. Symineron. Yes, sir. 

Senator Maypank. If I may add this, since that was cut out the 
House has passed the so-called Smaller War Plants Corporation, or 
whatever you want to call it, into law, in the form of the National 
Production Act and then the Senate took the bill that you suggested 
and you and Senator Wherry and other Senators went into conference 
and the House agreed that it should be set up. 

I state that for the record. 

Was this appropriation bill of yours handled since the National 
Production Act ? 

Mr. Symineton. In the House? 

Senator Maynank. Yes. 

Mr. Symrinatron. No, sir. 

Senator Maypank. Since then they have demanded that it be set 
up. So they have the law without money. 

Senator Sauronsrauy. Will we get the evidence from you, Mr. 
Symington, as to how much is needed, as to the justification of that 
$25 million; or, if not, from whom will it come ? 

Mr. Symineron. First, it will not come from us. All we are asking 
for is money to handle the lending function. Presumably that would 
come from the Defense Production Administration, or Mr. Wilson’s 


ODM, or NPA. 
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Senator Corpon. It is apart from RFC? 

Mr. Symineron. That is right. 

Senator Savronstauy. Until there is a man sent up to head that we 
have to rely on Mr. Wilson’s organization for evidence ? 

Mr. Symrneron. I would say so. 

Senator Maynanx. When is Mr. Wilson coming up ? 

Mr. Smrru. He was scheduled to come up tomorrow, but he will not 
be able to do so. 

I think the Commerce Department will be the one that will defend 
this small-business appropriation. 

Senator SauronstaLy. That should be called to Secretary Sawyer’s 
attention. 

Mr. Sairu. Yes, sir; he knows about it, and they will testify. 


LENDING AND EXPEDITING FUNCTIONS 


Mr. Symineton. May I say something for the record here? 

There are people who felt that both the expediting and the lending 
functions should be in one agency. We thought that was wrong. 

We would rather concentrate on the lending function and have the 
expediting function, involving such things as “follow-up on materials, 
relationships between small- business. procurement, in another agency. 

It is my personal opinion, based on business experience, that it 
would be unwise for the lending agency to at the same time be wrapped 
up with details which in effect had to do with the quality and quantity 
of orders. 

Senator SarronstaLt. I agree with that. I simply wanted to try 
to bring out, as Mr. Smith brought to my attention, that the House 
had eliminated this item and that somebody should justify it. 

Mr. Symineton. Yes, sir. 

Senator Corpon. The elimination was based on the fact that there 
was not anybody to loan it to, much less the justification of it. 

The institution had not been created except by law. In fact, there 
is none. 

Senator ELtenper. Proceed. 

Mr. Symincron. Thank you, Mr. Chairman. 


1952 BUDGET ESTIMATE 


I have touched briefly on this statement. I would now like to 


jump over close to the end. 

The budget requested to administer the program of the RFC in 
this fiscal year amounts to $17,835,000. 

This Corporation, as you know, does not receive an appropriation, 
but operates on an authorized allocation of its current income. 

Last year we had a comparable authorization of $21,337,000. 
Comparable, because, although our previous authorization was for 
$26,000,000, $4,663,000 of this amount was transferred to Housing 
and Home Finance Agency under reorganization plans Nos, 22 and 23. 
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BUDGET REDUCTION 


Therefore, the RFC is now actually requesting $3,502,000 less than 
authorized for the previous year. 

This reduction—over 16 percent—is especially significant upon 
consideration that RFC now has a heavier workload in each of its 
major programs. 

Senator Corvon. Do you furnish any statistical data with respect 
to the number of applications over a period of time? 

Mr. Symineron. We shall be glad to do that, sir. 

Senator Corpon. I think it is vital here to this question of increase 
in administration request. 

Chairman McKe.iar. You have received three definite appropria- 
tions for July, August, and September. Are they to be taken from 
the amount ¢ 

Mr. Burrows. No, sir. That merely authorizes us to spend at a rate 
pending establishment of this fund. Expenses for those 3 months 
will be charged to this fund. 


RATE OF EXPENDITURES 


Senator Corpon. At what rate have you spent for this period 
of time? 

Mr. Mason. Approximately $1,500,000, Senator. 

Senator Corpon. That is at the rate of $18,000,000? 

Mr. Mason. That is right. However, the $1,500,000 includes about 
$75,000 of costs incurred in connection with the Midwest flood-relief 
activities and other nonrecurring costs. 


INCREASED WORKLOAD 


Mr. Symincron. There are more direct business loans to admin- 
ister than at any time within the past 3 years. And in our materials 
program the workload is increasing all along the line. 

Senator Corvon. When you say there is a heavier workload can 
you tell us how much heavier! What can we have in the way of 
specific information / 

Mr. Symineron. We shall be very glad to furnish that to you. 

(The information referred to is as follows :) 


WorKLOAD Data 
Production activities 
SYNTHETIC RUBBER 


Long tons eae 





} 

} Sales 

bs Total ae General Special 

i purpose | purpose 

nema = a — —E ee oles = a } ~| a ae 

| | a | | 
Estimate, 1952 v 910, 000 | 827, 500 82, 500 4 $517, 510, 000 
Actual, 1951 | 538,118 472. 493 65,625 | 208, 143, 047 
Actual, July 1 to Aug. 31, 1951 138, 361 127, 274 11, 087 1 68, 449, 000 





! Tentative. 


There were 28 plants being administered as of July 1, 1951, compared with 16 as of July 1, 1950. 
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Production activities—Continued 

































































TIN 
Long tons 
produced Sales 
NR Sig cg ed kta ys at aaud aaa ated omental abe wnoee eee 35,000 | $126, 000, 000 
Actual, 1951____- cipdsdauabbieeswaoniite kenteandesctuunteeihtaadnn 35, 893 112, 904, 777 
Actual, July 1 to Aug. 31, EET aipcaciieh ie wh bureaaine bhi eile Gab add hoies 3, O11 | 17, 997, 570 
FIBER 
| Pounds ro- 
unis pro- Sales 
— we ey ne 
iia TO 8 Ss te ee A Vd eecaeh Asan sddhananteeun 30, 000, 000 | $7, 000, 000 
Actual, 1951 DIESER ES SIONS, A Seapeewbuebicnstwes onksoa! | an 5, 543, 578 
Actual, July i to Aug. 31,1951......................... Sa a anal -| 4,687,200 | 1, 197, 624 
Lending activities 
APPLICATIONS RECEIVED 
y | B 
Tate | usiness Disaster 
a Total | loans loans 
I i he iia Sl bhai wi a chelsea main “1 8, 540 &, 300 | 240 
Actual, 1951___-- 2 elcaius trendline tectaatbestnicaet 6, 430 5, 770 660 
Actual, July 1 to Aug. 31, 1951 - Baek Seat eas es 11, 502 1340 11,162 
1 Tentative. 
LOANS AND AUTHORIZATIONS OUTSTANDING 
TY tet ie es PE, Qe rag Pl re eee 
Yotal Business loans 
I ccascesenspaesipomesemmeasienyetpnepntginpeeibunainiagenateniipianiasieanan Sheed blues seneeapiemtetnesnidtincgmganien 
Number Amount | Number | Amount 
ste oecteth aiteies nicl ie steihelie aichsceen ate a Nace ee 
Estimate, June 30, 1952.. -.--.--- | 13,631 $1, 355, 800,000 | 11,979 | $883, 800, 000 
Actual, June 30, 1951____._-_- ; ; : | 13, 264 1, 052, 460,645 | 11, 493 | 694, 299, O87 
Actual, Aug. 31, 1951__-.---- ‘ wee . | 113, 550 |! 1, 061,000,000 | |! 11,000 1 660, 000, 000 


1 Tentative. 


FINANCING OF SMALL BUSINESS FOR DEFENSE NEEDS 


Mr. Symineron. I would like to make this point, if I may, for the 
record. 

If you have noticed, recently there have been additional very heavy 
cuts in the amount of the basic materials to industry, steel, aluminum, 
and copper. 

Based on my experience in the mobilization period of World War 
II, many small companies will either have to get into defense work or 
will have to get out of business entirely, because they will not be able 
to furnish the peacetime products w hich they have been furnishing as 
subcontractors, or, in some cases, prime contractors, in the past. 

It is relatively difficult for a small business, and we all know it, to get 
defense orders. They do not have the contact people; they cannot es- 

tablish representatives, and so forth. 

It is my experience that the small manufacturer, the machine shop, 
the foundry, as long as he can, sticks to his former customers and re- 
sists an effort, you might say, to become part of the mobilization effort. 





PREETI 
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Now he will have to convert and the way he will convert, especially 
as his working capital is almost always relatively limited, "will be by 
being financed; and the place he will be financed wiil be the RFC. 

I respect fully present that picture because it shows, based on further 
reductions in raw material in recent days, there is going to be a large 
increase, in my opinion, in the applications that are received by the 
RFC in the next few months. 

Senator Corvon. Do you have a record of the applications received 
for the first 6 months of 1950, let us say, and the first 6 months of 1951? 

Mr. Symrnerton. Yes, sir. 

Senator Corpvon. “Even bringing it up to date as closely as you can 
month by month would give us an idea of whether the expected trend 
is actually in force. 

Mr. Symineron. You have several problems there. I base my 
premise on the statement made to me by Mr. Floyd Odlum, who, until 
his health broke, ran the Smaller War Plants Corporation in the last 
war. He said that the most difficult period for small business is the 
period of conversion. 

Under the criticism of RFC in recent months the number of loan 
applications that would normally have been made has been reduced. 
We are building back into the RFC the reputation it formerly had. 

We believe among other things that the criticism of the RFC 
on its past operations has resulted in fewer loan applications having 
come in than before. 

Senator Corpon. That would indicate that there were a lot of loan 
applications that came in that were actually not proper applications 
in that they were not based upon necessity. 

I would think that if a man was face to face with old man Neces- 
sity, he would not care what the reputation of the RFC was, if he 
needed the money he would come after it. 

Mr. Symineron: People have told me that a relationship with 
RFC was considered at one point not to be a good credit risk. A 
company would try hard to avoid it. 

However, I think there is merit in your statement. I think when 
people need money badly they will do their best to get it. 

Senator Corvon. The record of the number of loans month by month 
this year as against the same period last year ought to indicate some- 
thing of the trend with reference to the increase. 

Mr. Syminron. I would not agree with that, sir. 

Senator Corvon. Why not? 

Mr. Symineron. Primarily because we did a lot of talking about 
mobilization, but we did not start seriously to mobilize until, say, last 
November ? 

Senator Corvon. Did we start then? 

Mr. Symineron. That could be a question for discussion. I would 
savy November or December. 

Now, the mobilizing effort then was nothing more than talk plus 
blueprints. It is not until right now that Mr. Wilson has stated the 
civilian economy would feel the effect heav ily of those decisions which 
were made nearly a year ago. 


88249—51——-42 
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ANTICIPATED LOAN INCREASES 


Senator Corvon. What you are saying then, in substance, is that 
this question contains a request for funds predicated upon an in- 
crease in the number of loans for 1952 over 1951? 

Mr. Symrneton. That is correct; yes, sir. 

Senator Corpon. An increase of what percentage? 

Mr. Symineron. That is difficult to project. 

Senator Corpon. You have to have one of them. If you increase 
your loans you have to have something. 

Mr. Syrmincron. I would like to point out that, even though we 
think there is an increase, based on improvements in managerial effi- 
ciency, we are asking for 16 percent less money. 

Chairman McKetiar. Compared to 1951? 

Mr. Symineron. Yes, sir; than we had in 1951. 

Senator ELtenper. Are you going to hire more people than you now 
have? 

Mr. Syminaron. I would think we probably would, sir, because we 
took a very heavy arbitrary cut before I came with the agency, between 
March and December of last year. We went down from 3,516 people 
to 2,621, without, frankly, adequate job analysis. 


ADDITIONAL PERSONNEL 


Senator Exttenper. The amount you are now asking for would 
provide for that additional help when you need it? 

Mr. Symineron. Yes, sir. 

Senator Exvtenper. Have you much of a backlog at the moment, 
or are you current with your work on loans ? 

Mr. Symrnoron. I think we are current. I am talking of the lend- 
ing functions. If you take in our rubber operations we have vs astly in- 
creasing operating projects for next year. 

Senator Exutenper. But all those’ expenses are paid out of that 
$17,835,000 you are requesting ? 

Mr. Syatneron. That is right. 

What we are asking for in money is considerably less than the cost 
of a single military base, yet it involves much of the small-business 
financing of the United States in a conversion period. In addition, in 
that relatively small $17,835,000, you have the cost of operating, with 
the exception ‘of the Atomic Energy Commission—the biggest produc- 
tion operation in the Government today—synthetic rubber. 

Senator Corvon. Is there any breakdown here on the number of 
personnel needed in the different activities of RFC? 

Mr. Symrnoron. Of all the agencies that I have ever been connected 
with, the breakdowns of the RFC are the most complete. 

Mr. Wilson and Mr. Mason here can give you in complete detail 
any and all information of that nature that you would like to have. 

Senator Corvon. I have it in front of me and the answer might 
well be “Yes.” 

Mr. Symrvcron. You have asked four or five questions on detail. 
I did not want you to think that because my statement is general that 

the staff did not have the details. 


Chairman McKetuar. Senator Cordon, do you have page 19 of the 
justification ? 
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That shows in 1935 the RFC had 3,468; in 1936, 3,321; in 1937, 2,873; 
in 1938, 3,262 ; 1939, 4,068 ; in 1940, 4,102; in 1941, 5,005; in 1942, 5,951; 
in 1948, 8,422; in 1944, 8,433; in 1945, 12,501; in 1946, 12,022; in 1947, 
7,711; in 1948, 5,378; in 1949, 4,599; and in 1950, 4,620. 

Those are the figures running over a number of years. I would like 

ut that whole table in the record. 
fr. Symineron. Thank you, Mr. Chairman. 
(The table referred to is as follows :) 


Statement of actual and estimated employment June 30, 1935, to June 30, 1952 


Actual employment as of the following dates: 


June 30, 1935_____- Su cise! | ed Ota ee POSS 8, 422 
i Gee a a a La Beet ay Bea es 8, 433 
BE RS BNO ik bi i on ae vs, ee BO 2046 | 2c 12, 501 
I TR i Seneca aver sas ceed ee ee Oe ee 
MI, os arp ed acceee ec I 7. Fit 
pone ae noe. eS a eee one oo, 146 ee EE 8T8 
JOSS Gr O41 St Sits Ss ee 2 a a CO Re eo 4, 599 
A Be ea ae been Gon 1. 600e Be, IROOe obec 4, 620 
Estimated employment as of the following dates: 
Ja Oe, 1b eee ie SR dane SO); Ae Si op 8 eS 


Nore.—Pursuant to Reorganization Plans Nos. 22 and 23, 923 employees were transferred 
to Housing and Home Finance Agency on Sept. 7, 1950. 


PRRSON NEL REDUCTION 


Senator Corpon. Is your reduction to 2,621 employees the result 
of the application of section 1214 of the act of last year? Th: at is 
the section that required a reduction in total appropriation of $550 
million. 

Mr. Burrows. No, sir. 

Senator Corpvon. I just wondered if that reduction down to 2,621 
was the result of an applic ation for the President for the require- 
ment for reduction in last year’s act. 

Mr. Mason. Senator, to answer that, the reduction was to be al- 
located on the determination of the President, and, as far as 3 know, 
no part of it was specifically applied against RFC last yea 

Mr. Syminaton. Senator Cordon, this chart I think 7 
the problem of loan applications as we see it. The firm line is actual, 
and the dotted line, estimates, sir. 


LOANS IN NORTHEASTERN UNITED STATES 


Senator Sauronstauy. In that connection, Mr. Symington, may I 
call your attention to the fourth paragr raph on the eighth page of 

your testimony regarding the fact that 70 percent of your loans in 
the last 314 years have been to 29 States in the South, Southwest, and 
the West. 

Now I have no objection to that, but I come from the northeastern 
section and we have many small businesses up there. 

There is no prejudice against the Northeast ? 

Mr. Symincron. I was going to say, sir, that we would like to 


rectify that as quickly as possible, if you will give us some money to 
do it. 
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Senator Sarronstauy. Is that because you are not getting applica- 
tions from the Northeast ? 

Mr. Symineron. I think it is primarily in the regulations put out 
for banks. In other words, where they can only lend a maximum 
of 10 percent to one borrower, or they can only lend a maximum 
percentage of deposits, those re ulations operate to prevent credit 
going to a relatively large dévelopment in places where the banks 
are relatively small. 

Chairman McKetiar. Mr. Symington, as a southerner, I want to 
say that we want all parts of the country treated alike and knowing 
you as I do, I know you are going to treat all parts of the country 
alike. I am glad that Senator Saltonstall has called it to your at- 
tention so that there may be no mistake about it that all parts of the 
country under the rules that you lay down should be treated alike. 

Mr. Symrncron. Thank you very much. 

Senator Sauronstatt. The Federal Reserve bank in setting up the 
rules and regulations is making it a little harder for the loans to be 
made in the Northeast ? 

Mr. Symineron. No, sir. It depends. We get a great many loans 
out of the Northeast. 

I do not know whether that has changed back. For instance, busi- 
nesses in towns like Lynn have been hit hard. There you would 
find conditions which would be exactly comparable, for example, to 
a Southern State where they do not have banking assets that justify 
helping large companies. We passed a loan the other day, a large 
oe for a woolen business, as I remember, in New England. 

I do not think any bank in that community could handle that loan. 

You do have an interlocking relationship between banks, because 
with Lynn so close to Boston, you might have a Boston bank pick it 
up. In a State like Arkansas, or Alabama, where you make a lot of 
loans, or even Tennessee, you do not have the background of the big 
banks. 

Senator Satronstaty. In other words, there are more banking 
facilities ? 

Mr. Symrineron. That is exactly right. 

May I add one more point? 

There was one relatively large housing development which wa 
essential for a military post. The presidents of the two babies tand 
I do not think there were more than two in that community—came 
down and said, “We would do this. We believe the loan is sound and 
the people are sound, but we have no facilities; we cannot do it.” 

Senator Sauronsraty. I see. Thank you. 

Chairman McKetuiar. Are there any other questions, gentlemen ? 

Are there any other statements you wish to present to the 
committee ? 


RESTORATION REQUESTED 


Mr. Symrneron. No, Mr. Chairman. I would like to respectfully 
request that the committee be kind enough to give us the money which 
we feel is necessary to oper rate this agency properly. 

The House cut is $1,335,000, which means that we will have 225 
fewer people roughly to operate. I think everybody agrees that, 
regardless of whether the RFC should go on, or not, in normal times,. 
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it should certainly go on in a period of conversion and mobilization, 
especially as are located in it much of the financing problems of small 
business, plus some aspects of large business. Inasmuch as we are 
also tremendously increasing the sroduction of synthetic rubber, do- 
ing all this and at the same time : wt for millions of dollars less than 
asked before, I hope that you all will be good enough to restore the cut 
that was made by the House. 

Senator SavronstaLL. Mr. Chairman, I think it would be appro- 
priate to ask Mr. Symington this question : 

Are the provisos in connection with your appropriation which I 
read here in the appropriation bill the same customary ones that have 
been included in the past ¢ 

Mr. Burrows. Yes. 

Senator SauronsTautui, There are liberalizations in the provisos, as 
I read it, beyond the expense acount that we authorize to spend that 
does not include your employees in other countries and other things. 

Those are the same as customarily included ¢ 

Mr. Burrows. That is right. 

Chairman McKetxar. We are very much obliged to you, gentlemen. 

I have been greatly impressed and enlightened by your testimony. 

Mr. Symineron. You are very kind, sir. Thank you very much 
sir. 

Chairman McKetiar. The committee will be in recess until 10: 30 
tomorrow morning. 

(Thereupon, at 12:30 p. m., Tuesday, September 11, 1951, the hear- 
ing recessed, to reconvene at 10:30 a. m., Wednesday, September 12, 
1951.) 








